TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1952 


TUESDAY, MAY 1, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, DC, 

The subcommittee met at 2 p. m., pursuant to call, in room F-39, 
the Capitol, Hon. Harley M. Kilgore (chairman of the subcommittee), 
presiding. 

Present: Senators McKellar, Hayden, Kilgore, and Ecton. 

Also present: Senators Johnston and Neely. 


POST OFFICE DEPARTMENT 


STATEMENTS OF V. C. BURKE, DEPUTY POSTMASTER GENERAL; 
J. M. REDDING, ASSISTANT POSTMASTER GENERAL; J. W. 
ASKEW, COMPTROLLER, POST OFFICE DEPARTMENT; C. N. 
BRUCE, DIRECTOR, DIVISION OF BUDGET AND PLANNING, 
POST OFFICE DEPARTMENT; AND J. C. WHITE, ASSISTANT 


DIRECTOR, DIVISION OF BUDGET AND PLANNING, POST 
OFFICE DEPARTMENT 


SUMMARY OF BILL 


Senator Kitcorre. The committee will come to order. 

The committee will hear this afternoon from the Deputy Postmaster 
General, Vincent C. Burke, and his immediate associates, on the 1952 
appropriation requirements of the Post Office Department. 

Before we commence | believe it best to insert in the record at this 
point certain tables and other documents filed with the committee 
in support of your budget estimates, which total $2,361,174,000, 
and includes $300,000 supplemental estimate in Senate Document 18. 

The House recommended a total sum of $2,335,500,000, or a reduc- 
tion of $25,374,000 under the total estimate. The allowance, how- 
ever, is $82,900,000 in excess of 1951 available funds at the time the 
bill was passed. 

The four appropriations of the Department, and the amount al- 


lowed by the House in each item, and the additional amount requested 
is as follows: 


House bill compared 
Recom- with 
mended - Amount 
in House requested 
bill 1951 appro-| 1952 esti- 


priations mates 


Revised 
estimates, 
1952 


A ppropria- 


Agency and item tions, 1951 


General administration $16, 100, 000) | $21, 524,000) $20, 000, 000 +$3, 900, 000 —$1 
Postal operations 1, 783, 000, 000)1, 866, 304, 000 1, 845, 000. 000 4-52, 000, 000 — 21 
lransportation of mails 438 000,000) 467,589.000 465, 000, 000 +27, 000, 000 
Claims 5. 500, 000 5, 807, 000 5, 500, 000 


524, 000 +-$1, 524, 000 
304, OOO +] 14. O00 


539, 000 +2 |G. OOO 


> 


307, 000 +307, 000 


Total, Post Office 22,252,600,000 2, 361, 174, 000 2, 335, 500, 000 +82, 900, 000 5, 674, 000 


1 Includes $300,000 supplemental estimate in 8. Doc, 18, 
2 Excludes $38,125,000 in Third Supplemental, 195) 
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Revenue, obligations, and deficit fiscal years 1950, 1951, and 1952 (as of May 1, 








1951) 

1950 (audited | of 
Item | revenue and S »\ | 1089 faet} ; 
| acerued obliga-| 1951 (estim: ate) | 1952 (estimate) 

tions) 
Revenue... oe i als a lalate iia 1, 67, 486, 967 | $1, 77° 500, 000 | $1, 839, | 500, 000 
Total obligations ee 4 ‘ - 2, 2% 9, 267. "890 PF 376, 756 | 2, 365, 183, 000 
Deduct reimbursements ; ; ; : —4, 948, 708 —3, 978 , 000 oo ~4, 009, 000 

Net postal obligations__- re at a ee ae 2, 204, 319, 182 2, 263, 308, 756 | 
Pe Moat 0505s. os ales eae “ 546, 832, 215 | 489, 898, 756 621, 674, 000 


1 Does not include $152,000,000 required for railway mail pay authorized from February 1917 to Dec. 31, 
1950, Interstate Commerce Commission order Dec. 4, 1950, Document 9200. Of this amount $23,125,000 
is applicable to fiseal year 1951. The $152,000,000 is included in Third Supplemental, 1951. 

2 Includes $300,000 supplemental estimate, 8. Doc. 18. 


Comparative summary of obligations, fiscal years 1950, 1951, and 1952 (as of May 
‘1, 1951) 


! 
| Fiseal year 1950 | Fiseal year 1951 | Fiscal year 1952 


1952 compared 
with 1951 





Item | (actual) (estimate) (estimate) (+-) increase or 
| (—) decrease 
PERSONAL SERVICES } | 
Basie salaries: ~ | | 
Regular employees $1, 214, 645,185 | $1,256, 105, 764 | $1, 278,365,424 | -+$22, 259, 660 
Substitute employees 349, 760, 375 | 335, 383, 647 363, 904, 256 | +28, 520, 609 
Overtime and holiday pay 21, 032, 470 | 21, 601, 255 | 21, 862, 002 +260, 747 
Nightwork differential 24, 113. 459 | 23, 752, 172 24, O81, 840 +329, 668 
rerminal-leave payments - - 4,051, 302 | 3, 678, 375 3, 728, 537 | +50, 162 
Other personal services_----.- 4, 637, 938 4, 549, 719 | 4, 724, 341 | +174, 622 
Total personal services 1, 618, 240, 729 1, 645, 070, 932 1, 696, 666, 400 | +51, 505, 468 
Travel 46, 938, 759 | 48, 801, 893 50, 025, 484 +1, 223, 591 
Transportation of things | 73, 120 77, 148, 784 507, 599, 008 +30, 450, 224 
Communication services 0, 406 1, 963, 126 2,072, 359 | +109, 233 
Rents and utility services. M4, 201 32, 122, 683 36, 680, 408 | +4, 557, 725 
Printing and reproduction . 496 4,042, 546 3, 825, 905 | —216, 641 


199 5, 701, 908 7, 067, 188 | 
201 27, 412, 793 30, 403, 975 
497 | 19, 464, 547 24, 963, 797 


+1, 365, 280 
+2, 991, 182 
+5, 499, 250 


Other contractual services 
Supplies and materials 
Equipment 








Refunds, awards, and indemnities 7, 282 5, 647, 544 | 5, 878, 476 +230, 932 
Total obligations 2, 229, 267, 890 2, 267, 376, 756 | 2,365, 183, 000 | +97, 806, 244 
Less reimbursements ‘ 4, 948, 708 3, 978, 000 4,009, 000 | —31, 000 
Net postal obligations 2, 224, 319, 182 | | 2, 263,398,756 | 2,361, 174,000 | +-97, 775, 244 
Estimated excess of obligations over | 
appropriations 2 —23, 442, 980 | +23, 442, 980 
Unobligated balance. +-10, 620, 329 | ; ; 
Comptroller General adjustments for | | | 
losses and contingencies—unappro- | 
priated — 42, 869 | ; bet ch iudechbe ddan 
Repayments, items over “10 years old +1, 747 
Total appropriation or estimate 2, 234, 898, 389 | § 2, 239,955,776 | 2,361, 174,000 | me 121, 218, 224 


! Does not include $152,000,000 required for railway mail pay authorized from February 1947 to Dec. 31, 
1950, Interstate Commerce Commission order Dec. 4, 1950, Document 9200. Of this amount $23,125,000 is 
applicable to fiscal year 1951. The $152,000,000 is included in Third Supplemental, 1951. 

2 Amount pending in Third Supplemental Appropriation Act, H. R. 3587, as reported to the Senate, 
$15,000,000, 

3 Reflects transfer of $14,478,824 to General Services Administration. 
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Senator Kircore. Mr. Burke, may I say that if you have a prepared 
statement, you can file it, and then comment on it, or you can make a 
complete off-the-cuff statement, whichever you prefer. 

Mr. Burke. Thank you, Mr. Chairman. I have no prepared 
statement. 

First I want to apologize for the absence of the Postmaster General, 
He is taking some treatments from a doctor which takes up a good 
deal of his time and, while he is able to be at the office, he asked me 
to apologize to the committee for his absence on that account. 

I have no prepared statement. The Postmaster General filed a 
detailed statement with the House committee, and he has no reasons 
to add anything. Conditions haven’t changed since he presented 
that statement. If the committee cares to consider that statement 
as a part of the proceedings here, it was filed with the House Appro- 
priations Committee. 


PREPARED STATEMENT OF POSTMASTER GENERAL 


Senator Kincorr. We will let the statement go into the record at 
this point. Can you furnish a copy of it? 

Mr. Burke. I have a copy. 

Senator Kirgore. Furnish a copy of the statement to the reporter, 
and then go ahead with your comments on the House action, and how 
it will affect your operations. 

(The statement referred to is as follows:) 


Mr. Donatpson. Mr. Chairman and members of the committee, I appreciate 
this opportunity to appear before this committee to present the fiscal require- 
ments of the postal service for the fiscal year 1952. 

In presenting the budget for 1952, I feel that it will be helpful to the committee 
to discuss generally and briefly some of the more serious problems confronting 
the postal service. ; 

GROWTH OF THE SERVICE 


The postal service has had a phenomenal growth, especially during the last 8 
years. It has become a complex enterprise serving an ever-increasing popula- 
tion. During the first full year under the Constitution, when the revenue was 
approximately $38,000, it served less than 4,000,000 people. Today we are 
serving more than 152,000,000 people with postal revenues of approximately 
$1,773,000,000, and it is estimated that our receipts for the fiscal year 1952 will 
exceed $1,800,000,000. 

The 1950 census of population indicates that more than half the population of 
the continental United States was living in a standard metropolitan area on April 
1, 1950. The population enumerated as residents of the 168 standard metro- 
politan areas in continental United States totals 83,929,863 on the basis of a 
count which excludes crews of American vessels in ports of the United States and 
persons enumerated away from home who have not vet been credited to their 
usual place of residence. A standard metropolitan area contained at least 1 
city of 50,000 or more in 1950 and each city of this size is included in 1 of the 
standard metropolitan areas. The population growth in the United States during 
the last 10 years was very largely growth within the standard metropolitan areas. 
More than four-fifths of the additional population increase took place within 
these metropolitan areas. The population of these areas increased 21.2 percent. 
On the whole the communities on the outskirts of large cities of the United States 
grew more rapidly than did the central cities themselves or the remainder of the 
country. The percentage of increase in the outlying parts was 34.7 percent. 
These facts are mentioned merely to indicate that the great population increase 
has been in those areas where the operation of the postal service is more costly. 


REVENUES 


The postal receipts in 1940 were approximately $767,000,000 and this vear they 
will approximate $1,773,000,000, an increase of more than $1,000,000,000. 
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There is still an increase in both volume and revenue beyond our most opti- 
mistic expectations. When I appeared before this committee last year, we 
estimated revenues at $1,681,000,000 and a mail volume of slightly more than 45 
billion pieces for 1951. There is every indication that the revenues for this year 
will exceed $1,773,000,000 and that the mail volume will exceed 47 billion pieces. 
These are increases of 5.50 percent in revenue and 4.55 percent in mail volume 
over and above our estimates. 

The estimates for 1952 provide for revenues of $1,839,500,000 or an inerease of 
3.72 percent over the estimated revenue of $1,773,500,000 for 1951. The estimate 
is conservative inasmuch as the percentage increases have ranged from 5.76 to 
11.40 percent for each vear since 1946. The estimate is based on trends of 
national income, population, and commercial and business statistics which were 
available in October 1950. Our service is rendered at bargain counter rates. 
The growth in population and the increase in per capita use of the mails are two 
factors which account for the unusual increase in total mail volume since 1938. 
At that time we received $5.61 in revenue per person, whereas at present the 
figure is $11.53 per person. There is every indication that this will increase to 
$11.79 in 1952. 

The postal service is beset with paramount problems, more so than at any time 
during my connection with the service. They are not insurmountable, but they 
do make the management of the postal service more difficult. Our problems 
result from growing pains. There has been a great increase in receipts and volume 
of business transactions during the past 10 vears, and a tremendous increase in 
operating costs over which we have little or no control for the reason that rates 
charged the public for services performed have not kept pace with wages and other 
costs. 

There is a great deficiency in working space in Federal buildings in hundreds of 
the larger cities and in the railroad terminals. The transportation of the mail by 
railroads has been adversely affected bv the withdrawal of trains from many 
branch lines as well as some from main lines. This has slowed up the handling 
and the transportation of mail. Since the early 1930’s the number of railway post 
office trains upon which service was authorized has been reduced from 4,815 
trains to 2,620 trains in 1950, a reduction of 45.50 percent. The number of 
closed-pouch trains in which mail was carried has been reduced from 14,589 trains 
to 4,174 trains in 1950, a reduction of 71.38 percent. The reduction in all author- 
ized trains was approximately 65 percent. This seriously affects transportation 
by the limitation in the number of trains providing a postal transportation service, 
a disruption in connections at junction points, and in many instances changes the 
time of receipt and dispatch of mail from individual post offices. 


OPERATING Costs 


Ten years ago, 1940, the cost of operating the postal service was $807,000,000 
on an annual basis. This year net postal obligations will exceed $2,286,000,000, 
an increase of almost $1,500,000,000 in the 10-year period. Since the close of 
World War ITI costs have increased by more than $1 billion on an annual basis 
while the receipts have increased by about $360 million on an annual basis. The 
four merited salary increases for postal people effective July 1, 1945, January 1, 
1946, July 1, 1948, and November 1, 1949, approximate $800 million increased 
cost on an annual basis, and the transportation costs by surface and by air have 
inereased by about $175 million on an annual basis. Rentals for buildings oc- 
cupied by post offices and stations have greatly increased and we are paving more 
for trucks, equipment, and supplies. 


OBLIGATIONS 


The total estimated obligation in this budget for the fiscal vear 1952 is $2,- 
360,874,000. This is divided into four appropriation items, as follows: 


General administration Scab shdeked te adbhni‘es hike ait eaten ‘ $21, 224, 000 
POND SIN asi cg Wile dp did abl gdm ala wespiié = 1, 866, 304, 000 
Transportation of mails_._-...-.-- 467, 539, 000 
Claims... ; sinha che Se len dai HELA de di cic 5, 807, 000 


Total 2, 360, 874, 000 
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CoMPARISON OF EsTIMATED OBLIGATIONS FOR FiscaL YEAR 1951, Bupeer 
EsTIMATES FOR FiscaL YEAR 1952 


General administration 


Obligations; fiscal year 4081... 222SS2 se SP a De $17, 890, 551 
ObNeeioae; fiscsl pear 1953.) 2. eee oe Aes eit ied Sih 21, 224, 000 
DNR ah EU BS ao hie bebe 2 3, 333, 449 


The principal items causing this increase are: 
Increased cost on a full year basis for operations transferred from 
the General Accounting Office to the Post Office Department 


under the provisions of the Financial Control Act of 1950____ $1, 034, 958 
To provide 200 additional post-office inspectors, the necessary 
clerical staff for these inspectors, and traveling expenses- - - - - - 1, 581, 170 
Cost of paying the moving expenses of employees from Asheville, 
N. C., to 12 regional accounting offices__........__.._...-.- 300, 000 
Postal operations 
CORTE ORS (TOG) GORE DIN oi einige al oo hwo umes aedusaw $1, 801, 928, 605 
Obligations “Geral year 4008.0 ole. os ee oi cn ee da 1, 866, 304, 000 
RIMAIT ha alree pitta hia Anika 328 Sie toile lah LU eee. 64, 375, 395 
The principal items causing this increase are approximately: 
For clerical help in post offices to handle increased mail volume - - $28, 275, 250 
For increased cost of city delivery service to handle extensions of 
service for increased mail volume. -_-._.......-.-.-.-..-- 18, 828, 335 
Additional cost for new mail trucks__-_-...-.......-.------. 5, 009, 500 
For increases in postal transportation clerical services including 
traveling expense due to increased mail volume-_--___-~--_--~--~ 4, 055, 024 
For increase in cost of leases and new equipment-______.______- 5, 106, 070 


Transportation of mails 


Obligations, fiseal year 1951________-_-- Se eee et ae $438, 000, 000 
Obligations; Getal year 052.) 22.20 2 5c eee el bese 467, 539, 000 
Shreiete 222) fu norte Jaceeius Jveieicuoceg use eee 29, 539, 000 
rhe principal items causing this increase are: 
Payments to railroads for increased mail volume--_-____- ~~~ --- $15, 519, 131 
Increased pay to airlines... ..-..---- -24- Hes none eases ashes 8, 202, 000 
Pur Lares tn Bunt Toute DEY. Sk oc nc i ck 2, 637, 100 
Due to discontinuance of pay ments. by ECA which formerly 
covered transit and terminal charges on foreign gift parcels. - 3, 090, 000 
Claims 
Obligations, Geeal year, 196}: . oe ai. oie nt osu ba odes. as a $5, 500, 000 
Oblaeiionn, Gack: your tess. 264 .c6 oo So ae oe bannes 5, 807, 000 
er a ee me eer ees ee el: eeGee es nee a ae 307, 000 


This is due to increase in number of claims to be paid. 

I am greatly interested in increasing the number of post-office inspectors by 
200 in order that we may have an adequate staff to keep the administration and 
management of the Post Office Department currently advised concerning condi- 
tions in the field in this tremendous and far-flung postal organization. The 
amount requested of little more than $1,500,000 can be saved by the post-office 
inspection service with an adequate force to keep the Department officials advised 
of necessary changes and reforms which will provide for efficiency and economy 
in this fast-growing business. It is an essential and a necessary expenditure in 
order that the management may take current and prompt action on all phases of 
our operation in the field which is being constantly surveyed by post-office inspec- 
tors, but with a present inadequate force. 

During the last year city delivery service has been extended to 968,000 new 
housing units at a cost of more than $7 million on an annual basis. The mail 
volume as well as postal revenues are still increasing and the increase in revenues 
at the 300 largest offices for the month of January 1951 was 11.83 percent over 
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January 1950. It will be necessary to increase personnel very nearly in propor- 
tion to the increase in mail volume. 

At the present time we have pending 51 cases for establishment of city delivery 
service in which all requirements have been met, and the annual cost for this serv- 
ice, if established, would approximate $500,000. 

At the present time 125 establishment cases for rural delivery service have been 
approved and are awaiting action. Practically all of these cases involve new 
routes for the relief of the present carriers who are working 10, 12, or more hours 
per day. It will cost approximately $400,000 to establish these routes. Many 
requests for extensions of rural delivery service have been investigated and at 
the present time there are 4,253 of such requests which meet standard requirements 
and would be approved if we had sufficient funds. It will cost a little more than 
$100,000 on an annual basis to place these extensions into effect. 

The increase in the transportation item of $29,539,000 over the 1951 obligations 
does not include what may be required for inereases in mail pay to railroads and 
airlines. Supplemental estimates will be submitted when the amounts required 
ean be determined from the rates fixed by regulatory bodies. 


Dericir 


The operating deficit for 1950 was $590,183,842, for 1951 it is estimated at 
$512,298,756, and the estimated operating deficit for 1952 is $521,374,000. When 
I appeared before this committee last year, I stated that we contemplated a deficit 
of $554 million for 1951. The reduction in this operating deficit was due to 
savings effected in operating the postal service as well as an increase in postal 
revenue beyond our original estimate. 

The deficits in the years mentioned will, of course, be affected by increased cost 
for transporting the mail. When these increases are authorized they are paid in 
1 year but in arriving at a proper operating deficit they should be spread over 
the years involved. The payment to be made to the railroads of approximately 
$152 million is chargeable to fiscal years 1947, 1948, 1949, 1950, and 1951. About 
$23 million of this amount is chargeable to the fiseal year 1951 for the period 
ended December 31, 1950. 


PostaLt Rate LEGISLATION 


There is pressing need for legislative action providing for a comprehensive and 
substantial upward revision of postage rates and fees. The sizable deficit in the 
operation of the postal service in normal times is unsound but it is especially 
untimely in a period when the Federal budget must sustain extremely heavy 
defense expenditures. There is urgent need for an increase in postage rates on 
low-revenue-producing mail in order that the postal revenues may be brought 
more in line with present-day operating costs. The costs have increased by nearly 
60 percent since 1945. 

In view of the recurring enormous annual deficits, the Department submitted 
to the Congress on February 21, 1949, schedules and recommendations for further 
postal rate revisions estimated to raise approximately $253,000,000. These 
recommendations were embodied in bills in both Houses and extensive hearings 
thereon were held in 1949 and 1950 by the Post Office and Civil Service Com- 
mittees of the House and the Senate. A bill, much modified and amended over 
the Depart ment’s submissions, passed the House of Representatives on February 
%, 1950. The House Committee on Post Office and Civil Service estimated that 
the bill would produce about $130,000,000 additional revenue on an annual basis. 
While a bill was introduced in the Senate and hearings were held thereon, no 
action was taken, and consequently no postal rate legislation was enacted by the 
Kighty-first Congress. 

An act making supplemental appropriations for the fiscal year ending June 30, 
1951, Publie Law 843, approved September 27, 1950, contained a provision pro- 
hibiting the Postmaster General from withdrawing from the Treasury any of the 
funds appropriated to the Post Office Department from the general funds of the 
Treasury until he certified in writing that he had requested the consent of the 
Interstate Commerce Commission to the establishment of such rate increases or 
other reformations pursuant to the provisions of section 207 of the act of Feb- 
ruary 28, 1925, as amended (39 U. S. C. 247) as may be necessary to insure the 
receipt of revenue from fourth-class mail service sufficient to pay the cost of 
such service. In compliance with this directive of the Congress, the consent of 
the Interstate Commerce Commission was requested on October 13, 1950, to the 
establishment of rate increases on fourth-class mail designed to produce $105,- 
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000,000 on an annual basis. Hearings on the Department’s request were begun 
on December 5, 1950, and concluded on January 26, 1951. All parties interested 
in the proceedings have been given until March 26, 1951, to submit briefs covering 
the matter. 

The Department will submit to the Congress within the next few days recom- 
mendations for legislation to increase rates on low-revenue producing classes of 
mail and fees on special service transactions to increase the revenues and greatly 
reduce the deficit. 


Money OrpER SystTEM 


A new money order system which consolidates the present money order and 
postal note procedures has been devised and will be made effective July 1, 1951. 
The plans and procedures for installation are being developed according to a 
definite schedule, and deadlines are set for each phase of the general plan. Co- 
operating with the Department are representatives of the General Testmaition 
Office, the Treasury Department, Federal Reserve banks, and commercial bank- 
ers. The new system is coordinated and integrated with the basic plans for the 
accounting system which will be revised and decentralized to implement the Post 
Office Department Financial Control Aet of 1950. 

While reductions in money order unit costs are expected from the new money 
order system, experience under the new procedures will determine the extent of 
such reductions, and I cannot state at this time what savings can be accomplished 
or how soon they will occur. There will be little or no savings during the first 
vear. 

Post Orrice DEPARTMENT FInNaNctaL Controt Act or 1950 


Public Law 712 was approved August 17, 1950, and became effective on No- 
vember 15, 1950. While the law permitted the President, through an Executive 
order, to postpone the application of any or all provisions of the act for a period 
not to exceed 2 vears, it was my desire to assume the new responsibilities and 
achieve the improvements contemplated by the act as soon as possible. In view 
of this I reached an agreement with the Comptroller General to transfer the func- 
tions, personnel, records, equipment, and the amounts appropriated for the postal 
accounts division at Asheville for 1951 to the Post Office Department immediately 
upon the effective date of the act. 

For the time being we are carrying on the operations at Asheville substantially 
as they were by the General Accounting Office prior to the transfer. Giving 
priority to the new money order system which must be installed July 1, 1951, we 
are studying changes in procedures and operations which will improve the ac- 
counting system and reduce unit costs. Plans have been completed which will 
decentralize the accounting and administrative audit functions to 12 regional 
offices. We are now arranging for space, equipment, and the transfer of per- 
sonnel to these offices. We are also considering transferring to the field service 
certain payments which are now being made in the Department. 

A survey of the whole accounting system is under way which will result in a 
new system designed to satisfy the operating, budget, and accounting needs. 
The task is of such proportions that the segments and procedures devised must 
be timed for installation in a manner which will not disrupt the day-to-day 
operations of the Department. Considerable time will be required before full 
benefits of the act will accrue to the postal service and the General Accounting 
Office. 

Rattway Maru Pay Case 


The hearings before the Interstate Commerce Commission on the railroads’ 
application for increases in mail pay are progressing satisfactorily. 

As you know, in February 1947 the railroads applied to the Commission for a 
45-percent increase in mail pay. Subsequently, this petition was amended on 
severel occasions, so that it now calls for a 95-percent increase. Rates from the 
date of the petition to December 31, 1950, have been fixed by the Commission’s 
order of December 4, 1950. This order approves a stipulation between the De- 
partment and the railroads. It provided for a fixed payment of $312,000,000 to 
all the railroads over and above the rates in effect on February 18, 1947, when 
the original petition was filed. The payment includes the 25 percent interim 
increase awarded by the Commission on December 4, 1947. The interim pay- 
ments amount to about $160,000,000 above the base pay for the specific period 
of February 18, 1947, to December 31, 1950, leaving $152,000,000 to be paid. 
The railroads claimed that their costs were $886,000,000 above the basic rates 
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for the period in question. The Post Office Department’s investigation disclosed 
that the additional pay should not exceed $378,000,000; thus the Commission’s 
award is $66,000,000 less than the Department’s figure, and $574,000,000 less 
than the railroad’s claim of additional cost. 

The stipulation as approved by the Commission also provided for the estab- 
lishment of a new rate structure which eliminates the so-called round-trip pro- 
vision, and provides for payment for service on a ‘‘one-way”’ basis. 

The Department’s proposed rate scale was filed with the Commission on 
January 10, 1951. It provides for the separation of terminal and line-haul rates 
and, as stated, the prescription of rates on a one-way basis. The Department’s 
proposed rates would result in an average increase in mail revenue to railroads of 
about 39 percent, whereas the rates allowed for the period February 19, 1947, to 
December 31, 1950, resulted in an average increase of about 48 percent. The 
adjustments which have been made in developing the Department’s proposed 
rates for the future could not De peeeennes retroactively in the settlement of claims 
of the railroads for the period February 19, 1947, to December 31, 1950. This 
is so because in large part the items that make up these adjustments were not in 
existence during that period. Savings which arise from mechanization of termi- 
nals, use of containers and other efficiencies presently under way or shortly to be 
completed could, of course, not be applied retroactively. In other areas of opera- 
tion rates for the future should give effect to dieselization, centralized traffic 
control, and other technological improvements. Another important factor 
which must be reflected in rates for the future is the elimination of the round-trip 
provisions as they apply to storage mail. This should also bring about greater 
utilization of equipment by the railroads which in the past has been operated 
deadhead to obtain mail pay. 

It is expected that under the new rate scale the cost of relatively short hauls 
by rail will be expensive to the Department. However, it is believed that ex- 
pensive short railroad hauls can be supplanted with the use of truck service ob- 
tained on a contract basis. Costs and the efficiency of railroad and truck services 
will be fully investigated and the most economical adopted by the Department. 

You may recall that I requested legislation in Congress to repeal the round-trip 
provisions. While the legislation did not materalize into law, I feel that the 
hearings held by the Senate Post Office Committee aided the Department sub- 
stantially in reaching an agreement with the railroads. The new rate scale, when 
approved by the Commission, will replace a rate scale established 34 years ago 
under entirely different conditions. Hearings on rates that will become effective 
January 1, 1951, are in progress. Thus, for the first time the Department will 
pay for the transportation of the mails as commercial shippers do with reference 
to their traffic, which I feel will result in material benefits to the Department and 
service to postal patrons. 

RESEARCH 


The research staff is being recruited and most of the positions have been filled. 
We are attempting to fill the existing vacancies with qualified personnel from 
various fields who have other than postal experience. This should give a fresh 
viewpoint to the many postal problems which I know is the desire of this committee. 

We had available during 1950 the sum of $750,000 for mechanical devices to 
improve the service. Practically all was obligated and preliminary data ob- 
tained from the field indicate that eventually sizable saving will be realized. 

A similar amount has been appropriated for mechanical devices and research 
for this year. To date various equipment studies have been selected which will 
require a little more than $500,000 of the appropriation. 


MANAGEMENT IMPROVEMENT PROGRAM 


The Department has been reorganized under Reorganization Plan No. 3. All 
the bureaus of the Department have been organized along functional lines, 

The President appointed the seven members of the Advisory Board and previous 
to the first meeting one of the members died. ‘The first meeting of the Board was 
held on January 17, 1951, with four members present, and I feel that the Board 

t off to a very good start. The next meeting is scheduled for April 9, 1951, and 
| feel that the nembers of this Advisory Board will be most helpful to the Depart- 
ment, 

The operation of 93 Federal buildings was transferred to the General Services 
\dministration on July 1, 1950, in accordance with the provisions of Reorgeniza- 
tion Plan No. 18. In this connection, $14,478,000 of funds appropriated to the 
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Post Office Department to operate these buildings were transferred with the 
functions. Hereafter these costs will not be charged to the postal service. 

The Department continues to study its day-to-day operations and the Inspec- 
tion Service has kept me fully informed as to the conditions and needs of the serv- 
ice. Improvements and economy of operations are stressed during the periodic 
inspections of post offices by post-office inspectors and of transportation units by 
supervisors of the transportation service. In addition, special surveys have been 
made at numerous post offices and at all transportation terminals by officials of 

the transportatio ) service and post-office inspectors, 

Internal self-surveys were made at the 50 largest post offices, pending formal 
surveys to be made subsequentlyf by post-office inspectors. Postmasters at these 
offices were brought to Washington for conferences as to the best method of con- 
ducting their surveys. The purpose of the self-surveys was to get immediate 
advantage of efficiencies and economies and put these into effect to the greatest 
extent possible before inspectors reviewed operations. 

We are continuing the study of the unit factor system and it is being expanded. 
We hope it will develop a reliable yardstick to measure the workload and the 
comparative production of various post offices. 

Surveys were ordered to be made of all star routes, of short-line railroad service 
and of mail-messenger and motor-vehicle services operated between airports and 
post offices. The movement of parcel post with modern materials-handling equip- 
ment is under study. 

The motor-vehicle truck-replacement program was expedited as much as possi- 
ble. Numerous mechanical machines and equipment have been installed. 
Studies have been made relative to the possible use of more machines and types of 
equipment. I am requesting $11,579,000 for the replacement and expansion of 
the motor-vehicle fleet. This is about 4% million dollars more than was appro- 
priated for that purpose during 1951. I feel this is necessary in order to give 
us the desired efficient operation as soon as possible. We are proposing that the 
Government-owned fleet should not exceed 17,500 vehicles. 

The lack of space continues to be a problem. A Federal building program is 
needed to relieve the situation. Obviously this cannot be undertaken at this 
time and the Department will take advantage of every opportunity to improve 
the situation through its lease and rental programs. 

It is and always has been my purpose to keep the postal expenditures at a 
minimum and to render the best possible service with the funds appropriated by 
the Congress. 

The Department has absorbed at least 200 million dollars of the fixed increased 
costs which have been imposed upon it since 1945. The mail volume as expressed 
in pieces has increased neariv 25 percent since that date. The manpower which 
will be used in 1951 will be only 84 percent greater than that used in 1945. This 
definitely reflects the efficiency of the field operations. 

Since the end of the war the productivity of postal employees per man-hour 
has increased by over 10 percent and the steps now being taken will permit 
further gains in the future. Despite this improved productivity, however, the 
average cost per postal transaction has increased by nearly 60 percent during 
the same period, mainly as the result of employee pay raises and transportation 
rate increases. 

I feel that the amount requested for the fiscal vear 1952 is barely sufficient to 
cover the cost of operation and if there continues to be this sizable increase in 
mail volume, the amount. requested will be insufficient. 

I realize the urge to decrease costs in the operation of the departments of the 
Government not connected with the national defense. The postal service is vital 
to the national defense and must be maintained to support the defense effort. 
We are now handling a great volume of mail for our military forces. During the 
month of November and through December 20, 1950, approximately 1,371,000 
pounds of letter mail and 261,000 sacks of parcel post were processed and dis- 
patched by the postmasters at San Francisco, New York, and Seattle for military 
personnel. All factories and business institutions which will be geared for produc- 
tion in the interest of national defense will deserve and will depend upon an 
efficient postal service. In the face of all of our problems, I cannot stress too 
strongly the need for adequate appropriations to operate this great communi- 
cations system. 

I will be most happy to appear before this committee at any time during these 
hearings. The Deputy Postmaster General, the Assistant Postmasters General, 
the Administrative Assistant and budget officials will be available to furnish 
you with any data you may request. 
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Mr. Gary. Mr. Postmaster General, that is a very comprehensive report. 
Mr. Donaupson. Thank you very much, 


RESTORATION OF HOUSE CUT REQUESTED 


Mr. Burke. Mr. Chairman, we find it necessary, in view of the 
fact that our business is continuing to increase, and, as a matter of 
fact, has increased at a greater rate than we had anticipated, to ask 
the Senate to consider the restoration of the original budget estimates. 


INCREASE IN PARCEL-POST SHIPMENTS 


Senator Kitcorr. Now, may I ask you a question on that point, on 
parcel post: Have you found a rather abnormal increase in parcel post? 

Mr. Burke. On parcel post as a whole—lI will have to check the 
records in order to give you an accurate answer—but we are having a 
continual increase in large parcels. 

Senator Kincorr. That is the point I wanted to bring out. I have 
noticed, for instance, that the people who deal in fruit trees, and that 
sort of thing, who used to ship by express, are now shipping by parcel 
post, because of additional speed of delivery, they claim, and also 
because of the lower parcel-post rates, as to which I understand you 
have a matter before the Interstate Commerce Commission now. 
But I take it you have found an increase there. 

These shippers have changed the size of fruit trees; they are now 
shipping nothing except what will come within the parcel-post 
limitations as to height and over-all size. 

Mr. Burke. Many other business people have adopted the same 
procedure, Senator, with the result that we are having a tremendous 
increase in large parcels. The reason, as vou have stated, is that our 
rates are much lower than the express rates, and we do have delivery 
facilities. 

Senator Kixrcore. I think I should say, in fairness to the Depart- 
ment, that I remember it took me 3 weeks to get an express shipment 
from Berkeley, W. Va., to Washington, that is direct on the Chesa- 
peake & Ohio Railroad. On the other hand, it took me 5 days to get 
a shipment from a nursery in Wisconsin to W ashington. In fact, the 
shipment arrived 5 days after I mailed the order out. Possibly there 
was some justification in expediting the shipment there; that is what 
they contended. 

Mr. Burke. Well, we do, of course, expedite the handling of parcel 
post to the limit of our ability and facilities. We do have occasional 
delays, but our service is good in spite of the fact that we are practically 
overwhelmed with the volume of large parcels. 

Senator Haypen. Mr. Chairman, I would like to say that I have 
visited a number of post offices in my State. In each case when you 
go into the back of the place you see these large packages piled up. 
Every one of the postmasters compl: ined about ‘the trouble they were 
having with the parcel post, the volume of it, the handling of it, and 
all that. 

The inquiry I would like to make is this: Would the procedure 
that is going on before the Interstate Commerce Commission, if the 
Post Office Department gets all that it is asking for, bring the rates 
of the Post Office Department up to the express rates? 
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Mr. Burke. Oh, no; Senator, not at all. The express rates, as I 
think their last petition provided for, call for a minimum rate of 
about $2, I believe. Of course, our average rate on parcel post is 
around 15 or 16 cents, as a minimum. 

Suppose we furnish the exact information. 

Senator Kircore. Will you do that for the record? 

Mr. Burke. Yes; we will. We will supply the exact minimums 
and maximums. 

But definitely, Senator, the rates that we have petitioned the Inter- 
state Commerce Commission for will not nearly equal the express 
rates. That in and of itself isn’t going to drive anything out of the 
mails back into express. 

Senator Haypren. How about the size of the packages? Does the 
Commission pass on that? 

Mr. Burke. We have asked the Commission to approve a penalty, 
rather a premium rate on parcels, heavy parcels. That may help us 
somewhat. 

(The information referred to is as follows:) 


Comparison of current parcel-post and express rates 


item ellen Grek Wi a ee aie $0. 12 $1. 


16 
Maximum rate first zone (70 pounds) b Se ACE ee 2 heels ee ot 1.51 2.90 
RI I i ic ocintt teinihahss hats nsbinbathn dein wo nblnden .18 1.30 
Maximum rate eighth zone (70 pounds) eth ahidin<nbieip tiene: th dtifak ign sate bw 7.97 12. 67 


1 Rates include 20-cent interim increase granted by ICC Apr. 16, 1951. 
MAXIMUM WEIGHT AND SIZE OF PARCEL-POST PACKAGES 


Senator Hayppn. Were parcel-post packages always of this size, 
or was there some law passed increasing the size? 

Mr. Burke. Originally they weren t this size, but over the years 
there has been a tendency to increase the size. The maximum now is 
70 pounds, and 100 inches length and girth combined. That hasn’t 
been changed in recent years. It has been in effect for some time. 

One of the great reasons for our increase in volume is the fact that 
you can ship cheaper by parcel post than you can by any other means 
of transportation. 

Senator Hayppn. There was a time, if I remember correctly, when 
parcel-post rates and express rates were practically the same, but 
parcel post was always cheaper than express. 

Mr. Burke. Yes. With the exception, Senator, of the distant 
zones. 

Senator Haypen. In any event, my recollection is that the Inter- 
state Commerce Commission allowed the express companies an in- 
crease in rates. 

Mr. Burke. That is right, Senator. 

Senator Haypen. When they did that, the express companies lost 
more business to parcel post. 

Mr. Burke. That is right, Senator. 

Senator Haypen. Is there any proposal before the Interstate 
Commerce Commission which would let them get back some of the 
business by reducing the express rates? 
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Mr. Burke. Not that I know of, Senator. The Post Office De- 
partment would be very happy for the express company to get back 
some of this bulky parcel post that we are having to handle. 

Senator Haypen. If you talk to the employees, the remaining 
employees of the express company, they will tell you how many 
thousands of men have been discharged by the express companies 
throughout the United States; and, of course, on the other hand, the 
Post Office Department has put on many thousands in the parcel- 
post service. 

Mr. Burke. That is right. 

Senator Haypren. Those men have transferred from private enter- 
prise, where they rendered this service, to Government service, or 
largely so. What is the answer? 

Mr. Burke. Well, I couldn’t say what the answer is, Senator; but 
the problem that we are faced with, under the law, as you know, is 
that we can only recommend rates that are calculated to make 
fourth-class matter pay its way. When we have done that, that is 
as far as the Postmaster General can go. 


LOSS DURING PAST YEAR ON PARCEL POST 


Chairman McKe.iuar. How much money did you lose this past 
year? 

Mr. Burks. It is estimated at $105,000,000. 

Chairman McKe tar. Is that the loss on parcel post? 

Mr. Burke. That is right, Senator. That is what we are attempt- 
ing to recover by the petition that is pending before the Interstate 
Commerce Commission now. We are endeavoring to make it pay its 
way. 

Senator Kincore. Can you file a statement for the record as to 
your current loss on parcel post, together with a statement of how 
much of that will be recouped if the Interstate Commerce Commission 
allows you a change in rates? 

Mr. Burke. I can file that for the record; but the fact is, Senator, 
that the current loss is $105,000,000. 

Senator Kircore. And your proposed rate will balance that 
amount? 

Mr. Burke. That is right. On the present volume, we will get a 
return of $105,000,000. 

Senator HaypEn. Now, up to the time that you went to the Inter- 
state Commerce Commission, the Post Office Department unsuccess- 
fully sought legislation by Congress to increase the rates? 


CONGRESSIONAL ACTION SOUGHT 


Mr. Burke. Over a period of 2 years the Postmaster General has 
done so. 

Senator Haypen. What is the status of that proposal now? Has 
there been any bill passed in the House, or favorably reported in the 
House, that would increase the rates? 

Mr. Burke. Do you mean on other classes of mail? 

Senator Haypen. No. I am talking about parcel post. 

Mr. Burke. There is a proposal before the Senate committee 
now, in view of the fact that during the last session of Congress the 
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Congress directed the Postmaster General to petition the Interstate 
Commerce Commission for a re-formation of rates, and denied him 
the right to withdraw any money from the Treasury to cover the 
deficit until he had done that. The Postmaster General then 
separated the parcel post rate case from the remainder of his rate 
recommendations and filed that petition with the Interstate Com- 
merce Commission. 

Subsequently the Postmaster General made a recommendation to 
the Congress for the re-formation of rates on second and third class 
matter, postal cards, and special services. The bills that are pending, 
and which were recommended by the Department to the Congress, 
contain no rate recommendations for parcel post, by reason of the 
fact that those rates were presented to the Interstate Commerce 
Commission. Now, committees of both Houses have held hearings 
on the rate proposals. I think the House committee has about 
completed its hearings. The Senate committee is still continuing the 
hearings. 

Senator Haypen. Prior to the directive to go before the Interstate 
Commerce Commission and see whether you could accomplish the 
re-formation that way, were the rates on parcel post packages then 
recommended, that is, in prior recommendations, practically equiva- 
lent to what you are seeking now from the Interstate Commerce 
Commission? 

Mr. Burke. I think that generally they are about parallel recom- 
mendations. The previous recommendations of the Postmaster 
General to Congress, including parcel post rates, were based on a 
different year’s volume than the current; but I think that in the main 
the recommendations made to Congress for parcel post rate increases, 
pretty well parallel the petition before the Interstate Commerce 
Commission. 

Senator Haypren. In each instance you are trying to get money 
enough to pay the cost of parcel post? 

Mr. Burke. That is correct, sir. 

Senator Haypren. Thank you. 

Senator Kincorn. Now, this petition of yours would attempt to 
recoup the $105,000,000. However, there is nothing to take care of 
your losses on other things, except Congressional action, is that right? 

Mr. Burke. That is right, Mr. Chairman. That recommendation 
has been made to both Houses of Congress. 


POSTAL RATE INCRBASES REQUESTED OF CONGRESS 


Senator Kitcore. I will ask that there be inserted in the record 
at this point a chart which shows the rate increases that have been 
asked for which must be brought about by congressional action, ex- 
cept as to the question of parcel post. 

(The chart referred to is as follows:) 
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Chairman McKe.uuiar. Will the rates that you recommend here 
be less than those of the express company? 

Mr. Burke. Oh, considerably less, Senator, considerably less. Now, 
it may be that in the far zones, we would be getting pretty close to 
the express rates. The great percentage of our volume of parcel post 
is in the first four zones, the first, the second, the third and the fourth 
zones. 

Chairman McKe.uar. Who opposes the increase in rates? 

Mr. Burke. The book people have objected to an increase in their 
rates; the mail order houses haven’t objected strenuously to an 
increase in ordinary parcel post rates, but they do object to the 
increase in the catalog rates. Those are fourth class. 

For example, the large mail order houses have said that they 
don’t object quite as strenuously to the increase in parcel post, that is, 
the package rate, as they do to the increase in the catalog rate; the 
reason being that the catalogs are a part of parcel post. Books are 
also a part of parcel post. 


MAIL ORDER CATALOGS 


The owner of the mail order house pays the postage on the catalog 
as a business expense. Then he diverts the parcel post charge to the 
customer who buys the merchandise. 

Senator Krtrgorre. What I wanted to get at is this: Some of the 
mail order houses, for instance, Spiegel May Stern—and I ran into 
this the other day—will charge you a dollar for a catalog if you send 
in a request for one. Then they give you a certificate to apply to 
any purchase of $10 or more, and your dollar is refunded if you buy 
more than $10 worth of merchandise. 

On the other hand, Sears, Roebuck and Montgomery Ward and 
other mail order houses will not send catalogs to anybody who hasn’t 
purchased by mail more than a certain amount of merchandise. So 
that really, they are currently recouping more than their charges 
there. 

Mr. Burke. Oh, definitely. The distribution of catalogs is their 
means of doing business. It is their means of getting orders. 

Senator Haypren. Along the lines of the question of Senator 
McKellar, as to who is objecting, there was one objector who first 
wrote me a letter, a very strong letter, stating that the expenses of 
the Government must be reduced and that the taxpayers can’t stand 
it. Then the next letter was a letter stating then that he couldn’t 
possibly afford to have these changes made in the postal rates, because 
he was mailing catalogs, and the reducton in the size of the parcel- 
post package would seriously interfere with his business. 

Senator Kiricorn. Does a magazine like Country Gentleman or 
Better Homes and Gardens, come within the agricultural special pro- 
visions? 

Mr. Burke. No; they do not, Senator. Magazines of that charac- 
ter are in the same classification as Saturday Evening Post, Time, Life, 
Fortune, News Week, and all the others. 
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PARCEL POST ADVANTAGE TO RURAL AREAS 


Senator Kitcore. The interest that I have always had in parcel 
post is that it is the rural dwellers’ express company. It puts every 
citizen within the reach of an express company, the same as an ex- 
press office. For that reason I have always wanted to support it, 
but I do think it should really pay its way. I see no reason for operat- 
ing it at a lower cost. You must realize that if you are trying to pro- 
vide the same type of service by express, a farmer out in the country 
may have to drive miles in order to get to the express company office, 
and he won’t then be able to handle it c. o. d. or anything else. On 
the other hand, his rural carrier, through parcel post, will bring him 
his package and collect on it ¢. o. d. from him; and he doesn’t even 
have to leave his doorstep. 

Mr. Burke. It is a very helpful service to people in rural areas. 

Senator Kincore. It is a service particularly helpful to our rural 
population. 

Mr. Burke. That is right, Senator. 

Senator Neety. Mr. Chairman, I should like to hear the witness 
speak to the reductions that were made by the House in the estimates 
that were submitted. 


ALLOCATIONS AND APPORTIONMENTS OF POSTAL REVENUES AND 
EXPENDITURES 


Senator Kineore. If the Senator does not mind, let us get the over- 
all picture first, and then we will get to that. 
1 would like to insert at this point in the record a table entitled 


‘“‘Recapitulation of Allocations and Apportionments of Postal Revenue 


”)? 


and Expenditures.” That will serve Mr. Burke as a foundation for 
going ahead with his discussion. 
(The table referred to is as follows:) 








604 


Recapitulation of allocations and apportionments of postal revenue and expenditures, 
fiscal year 1950 
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a ‘ Excess . Excess of 
‘ =xpendi- apportion revenues over 
Mails and services Revenues tures expenditures | apportioned 
Over revenues} expenditures 
| 
(1) (2) (3) (4) (5) 
First class: I 
Letters and packages: 
IOONNINNE, Job Goes ed Si $476, 028, 744 | $379,320, 294 |... 22222... $96, 708, 450 
pS EEO Ee ee ae 218, 937,748 | 163,617,453 |........-...-. 55, 320, 295 
Government postal cards 
me ee EE ee ON ee Se eeee 18, 406, 221 52, 689,290 | $34,283,069 |... - 
eee aa ee ae 15, 973, 454 39, 293, 531 Ee Bie Pa 
Private mailing (post) cards: 
NOMENON i chsh belo ates a ills ae 6,349,990 | 17,688,367 | 11,338,377 |....--- I 
MIS =o ics mink cose svicgamaneiiaie ndevoeien ceca 3, 407, 204 8, 119, 095 Se ie I 
Business reply mail fees. ..................- Es PE rien Ue cards <3 Sengegaues 2, 048, 003 : 
Total first Glass..:.. 2.2... 262.2002. ied 741, 151, 364 | 660,728,030 |_.........._-- 80, 423, 334 : 
Domestic air mail: es "] P 
CRE SE BIE, 6 owt asdcipncddenendeien 60, 915, 993 81, 887, 293 an, OTe re ee 
IE I ie ee 13, 080, 768 27, 734, 612 BAGOLOE oo cccnccedaen« 
Business reply well Woes 2... fhe é SET Fiend. wheel oak sdsken 2 s~ 123, 277 
Total domestic air mail !.......-.-_ 2 _- 74, 120, 038 109, 62 621, 905 oe ee . 
Second class: > 4 <M | iy a F 
po a ee 3, 187, oo 36, 623,150 | 33,435,605 |.............- 3 
5 percent or less of advertising...._-.__.__. 1, 990, 2 23,828,455 | 21,838,179 |.........__. I 
pf gS Bia SE EES ek ee 10, 063, 142 55, 159, 057 A eae 
Newspapers other than dailies __-____ f 2, 373, 369 19, 493, 303 Np SEO Ipnaekenccacsus 
Magazines and periodicals of general in- 
terest or 19, 614, 972 63,886,884 | 44,271,912 |... 2 
Agriculture, “business, ‘professional, ‘etc., | “ 
publications................-.-.--.------] 3,725,071 | 18,448,228 | 14,723,157 |... F 
Religious, educational, welfare, publica- 
RN i tel ate SB ie see 269, 552 2, 384, 133 2 ase 85 2k 
All other publications _- Squpecunbenengesates 167, 728 793,175 | See ee 
Total paid publishers’ second class ?_____- 41, 391,655 | 220, 616, 385 70, 296,900 Pod aes R 
Transient._..--.- mer 2, 764, 165 | 3, 690,372 one. 907 |. ats R 
Publishers’ forwarded or returned..__. 847, 735 1, 295, 518 | ee ae 
Total paid second class............----.-- | 45,003, 855 | 225,602,275 | 180, 598,720 |.............- 
entree a 
LE cited anndabinewwanelouub | 153, 745, 942 289, 618, 283 | 135,872,341 
(—————_-——— Ss es —————— . 
Fourth class: N 
Local delivery his eae | 6, 738, 475 9, 292, 509 SO Seat se ne 
py) BR ee | 97,322,623 | 122, 539,811 $6, 317, 188 |........ 
Zone 3.... | 63,914,103 | 74, 136, 219 ay ee Rar Cech ee 
Zone 4... | 73,686,571 | 79, 480, 592 O 79m, Gee 1. cbwnewe 
Zone 5...- | 60,963,307} 68,888,655 | 7,925,348 |____ 
a Sei ete | 27,545,491 | 32,047,885 OW Oe Bs be a ce 
Zone 7_....... ate. sees | 18,145,165 | 21,380,080 | 3,934,915 |............ 
Zon 8. wcnnncs acai ae a a ee 32, 504, 463 37, 256, 965 69a to uo. 
Total zone rate Boe 380, 820, 198 | 445, 022, 716 | 64, 202, 518 es eae 
Catalogs (sec. 34.77, Postal Laws and Regula- | | 
tions) - 12, 193, 538 20, 764, 527 | er 
Books (sec. 34.84, Postal Laws and Regulations 9,682,766 | 12,879, 440 | BWW 4 Fis 5k eA. 
Library books (sec. 34.83, Postal Laws and | | 
Regul: stions) . .._- | 96, 637 | 268, 445 SANT Te 
Publications not entered as second class (sec. | | ' 
34.64, Postal Laws and Regulations). 969, 449 1, 942, 825 wea tk tee St 
Matter for blind at 1 cent per pound --___- ; | 5, 787 | 29, 409 WO CII Tos icadacdcce 1 
= eee numa ree a 
ty CG Rn oa sie tatine | 403, 768,375 | 480, 907, 362 77, 138, 987° Be aeshe 5 ek 3 : 
——— = ————_—O_o——————— SSS OS Ole SSS _|e_eeeeeee 
1 Includes air mail to and from the Armed Forces overseas and outlying possessions of the United States mi 
# Revenues include $111,681 from second-class application fees. Free-in-county service not included. 
* Includes $1,614,546 revenue from special handling service. ns 
ol 
Cla 
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Recapitulation of allocations and apportionments of postal revenue and expenditures, 
fiscal year 1950—Continued 


j 1 ! 
Excess of Excess of 
‘ a | Expendi- | apportioned | revenues over 
s vices | r s ; : 
Mails and services Revenue tures expenditures | apportioned 
over revenues! expenditures 


(1) (2) (3) (4) 





Foreign: | 
Foreign surface mail ; ; 4 $39, 656,744 | $73,388,594 | $33, 731,850 
International air parcel post... : 2, 198, 955 10, 055, 147 7, 856, 192 | 
Foreign air mail § ..----| 25,135,169 | 68,231,316 | 43, 096, 147 


Total foreign * 66, 990, 868 151, 675,057 | 84, 684, 189 
Total revenue 
warded) .... Pedeten awe . 730, 142 |1, 918, 152,912 | 433,372,770 |_. 
Registry (paid)... - ; : Siktsinnccbtycl ae Tae 38, 648, 860 12, 173, 074 |__ 
Insurance a ihe dehatendines 2,214,133 | 21, 523,081 | _- senntanieiil 
Collect-on-delivery -.- b me , ee 315 26, 568, 158 | 7, 609, 843 | 
Special delivery ---- a ‘ le 2,676,422 | 32,463,875 | 9, 787, 453 |_. 
Money order_.........-.- , 389, 966 77,695,090 | 23,305, 124 | 
Postal notes anne ---.-| 7,706,416 | 11,743,614 | 4,037, 198 | 
Postal savings ewaae , ceitipeie' sy eco cecil , 130, 584 7, 033 326, 449 








56, 548, 089 | 





2 217, 099, 


Total revenue producing special services. | 
‘ - 32, 851, 669 | 7, 607, 952 


Unassignable 





Total revenue producing mails and serv- | 
ices... .- j Shiditavndaied ..---.--.|1, 678, 183, 433 |2, 142, 860, 575 464, 677, 142 
Free-in-county (second class ; siliideis | | 12, 074, 988 12, 074, 988 | 





Penalty: | | 
Post Office Department ; : dal 10, 342, 716 10, 342, 716 
Other departments : at 922, 429 26, 922, 429 


Total penalty 


Franked: | 
By Members of Congress__... _- Lc ; 1, 385, 012 | 1, 385, f 
By others... ..-- ; ben = 51, 835 5 


Total franked 
Free for blind _.-_- 


Registry (free): 
Post Office Department 
Other departments 


Total registry - de 
Total nonrevenue producing services 


Nonpostal services: 
United States savings bonds and stamps 3, 977, 995 
Civil service 
Documentary stamps ; . 
Migratory bird stamps } 40, 009 
Custodial services, public buildings. - 1, 160, 000 


Total nonpostal services___-- beets s 5, 178, 004 


Grand total, all operations, 1950 1, 683, 361, 
Deduct nonpostal reimbursements and 
money-order items... -aitlie 5, 874, 47 
Total postal operations... ... ...|1, 677, 486, , 224, 319,182 | §46, 832, : 


‘ Includes $497,083 receipts from foreign countries for handling foreign mail in transit through the Ur 

t ind $376,715 revenue from miscellaneous special services in connection with foreign mail 

Foreign air mail revenues consist of $23,197,937 postage and $1,937,232 service revenue. Also, see note 
ve 

Expenditures include $22,743,444 applicable to prior years. 

Includes revenue from return receipts, registered mail, $1,628,540; insured 

* Revenues include $53,837,478 in fees for issuing money orders, $333,172 


lal 


xd mail, $79,977. 
3 in paid money-order fees, and 
ellaneous receipts of $219,316. Expenditures include $696,466 miscellaneous expenses and losses. 
‘ 


Nore.—The above segregations of the computed total expenditures chargeable to first class, second « 
rt} 


1ass, 
lass, foreign, penalty and franked matter, and to registry service, and of the revenues from fourth- 
lass matter have been developed by processes of approximation. 
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Mr. Burke. I would like to call attention to the fact, Mr. Chair- 
man, that these recapitulations of allocations and apportionments for 
the fiscal year 1950 includes only 8 months of the expense of Public 
Law 428 and Public Law 500, which were the salary and longevity 
allowance bills that were made effective November 1 at the last session 
of Congress. 

That affects the picture as to the total expenditures to that extent. 


ESTIMATED AIR-MAIL SUBSIDY 


Senator Jounston. For the information of the committee, I would 
like to have you state, Mr. Burke, exactly what the air-mail subsidy 
is, to the best of your ‘ability at this time. 

Mr. Burke. Well, Senator, I can of course only give you an 
estimate. 

Senator Jounston. That is what I would like at this time. 

Mr. Burke. As far as we know, nobody knows what the subsidy 
to the airlines amounts to. We estimate it each year to the best of 
our ability. We estimate it at not more than $50,000,000. 

Now, there is a bill pending before the Senate—hearings have been 
had before the Committee on Interstate and Foreign Commerce— 
to bring about a separation, that is, to provide a method that will bring 
about a separation of the subsidy from the mail pay. That has not 
been accomplished as vet. 

We have no method of determining exactly what is the subsidy. 
We have no records or information that will enable us to determine 
that. So I will have to say that it is purely an estimate and that it 
would not exceed $50,000,000. 

Senator Kiicore. Is it not a fact, however, that the very fact 
that you cannot get accurate figures, tends possibly to increase the 
subsidy features, rather than to reduce them? 

Mr. Burke. Well, that could be true, Senator, but I am sure you 
understand that the Postmaster General has no authority to go 
into that. What I mean is that the reports made by the commercial 
airlines are made to the Civil Aeronautics Board, as to their expenses 
and revenues. Of course, they are made available to the attorneys 
of the Post Office Department when we want them. 

In some cases the Department has intervened in rate cases. We 
don’t intervene in all of them, but definitely, we have no machinery 
for determining what the air-mail subsidy is. 

Senator Kitcore. That is the point I am getting at. For instance 
an airline could operate at less than cost, shall we say, on air freight 
or air express and make up for that loss on the subsidy. Isn’t that 
right? 

Mr. Burke. That is possible; yes, sir. 

Senator Kircgore. It could also operate at less than cost on even 
passenger service? 

Mr. Burke. That is possible. 

Senator Kincgore. And they could take care of the difference 
through the mail pay. Let us not call it a subsidy—let us call it the 
mail pay. Then you have no way of knowing:exactly how much of 
that pay is covered by the sale of air-mail stamps or other stamps, 
and how much is not covered? 

Mr. Burke. Well, we know what the air-mail revenue is. We 
know that. 
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DETERMINATION OF AIR MAIL REVENUE 


Senator Kingorr. Let us assume that I go out and instead of 
buying an air-mail stamp I buy ordinary postage stamps and just 
write ‘Air Mail’ on the envelope, and that then it goes air mail. 
How do you differentiate on that? 

Mr. Burke. We determine that by our cost-ascertainment process. 
We count this mail 1 week in each quarter at 540 points. We include 
in those counts the air mail. Incidentally, those 540 offices that are 
used in that test represent more than 50 percent of the mail volume 
of the postal service. It includes practically all of the large offices. 

On the basis of that test, we allocate, with reasonable accuracy, the 
several classes of mail, the revenue from them, and the volume of the 
several classes of mail. In that way we pick up during that test 
period, the kind of air mail that you speak of, Senator. We don’t 
depend on the air-mail stamps to determine air-mail revenue. We do 
it by this count. 

AIR-EXPRESS SHIPMENTS 


Senator Kitgore. I have been very much amused recently by the 
shipment of radio recordings, for instance, in which the packages have 
been marked ‘Air Express.’”’ They nevertheless go by railroad. 
They just guarantee a special service on them to get them there a 
little faster, and you pay an air express rate. That accrues to the 
railroad company, does it not? 

Mr. Burke. | wouldn’t know about that, Senator. I don’t know 
what arrangements the air express and the railroad companies have 
in the handling of that business. But, of course, we have no connec- 
tion with that. Air express is something separate and apart, as you 
know, from air mail. 

Senator Kincore. In other words, if they accept something for air 
express and there is no means of communication except rail, they just 
ship it by rail, with an air-express stamp on it in order to expedite it? 

Mr. Burke. We have to do that in the postal service. Often 
people will pay air-mail postage on matter that couldn’t be carried by 
air. We resort to the only means we have, namely, surface transpor- 
tation. I assume that the air express people do the same thing, 
although I don’t know anything about that phase of it. 

Senator Kinrgore. All right. Go ahead. 

Senator JOHNSTON. Speaking of the air mail, do you know approxi- 
mately what the revenue is from that source? 

Mr. Burke. Yes; we have that. 

Senator Jounston. And do you know what you have to pay the 
air lines? 

Mr. Burke. Yes, sir. 

Senator Jounsron. The difficulty is in determining what it costs 
you to handle it to get it to the plane and to handle it after it leaves the 
plane in order to make the delivery. 

Mr. Burke. Well, we determine that by cost ascertainment, 
Senator. 

Senator Jounston. Can you get that information pretty accurately? 

Chairman McKerxtiar. Can you put that in the record? You 
seem to have the figures there. 
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Mr. Burke. We can put into the record a statement of the complet. 
figures of the cost of handling each class of mail. They are set up her 
and are allocated for the fiscal year 1950. We do not have more recen| 
figures than the 1950 figures. We will insert this table in the record 
which shows the revenues and the expenses, for each class of mail ani 
each of these special services. 

Chairman McKe.uar. I wish you would do that. 

Mr. Burke. I recall now, that that is the table that the chairman 
inserted in the record just a few moments ago. 

Senator Kircore. This table does not show the excess of expendi- 
tures over revenues. It does show the excess of revenues over expendi 
tures. 

Mr. Burke. It is just the reverse, Mr. Chairman. Only in th 
first class is there an excess of revenue. 

Senator Kitcore. That is right. 

Mr. Burke. There is an excess of revenue over expenditures in the 
case of first-class mail. Everything else is in the other column. 

Chairman McKetuar. I would like to know how much more you 
pay the air-mail companies for carrying this mail than you receive 
for it. 

AIR-MAIL DEFICIT FOR 1950 


Mr. Burke. The deficit for air mail in the fiscal year 1950 was 
$35,501,867 on domestic air mail. 
Chairman McKuuiar. What are the other big losers? 


LOSS ON SECOND-CLASS MAIL 


Mr. Burke. The other big loser is second-class, newspapers and 
magazines. 

Chairman McKetuar. And how much is that loss? 

Mr. Burke. For the fiscal year 1950 our loss was $180,598,720— 
want to make the qualification that in all of these figures we have 
carried the expense of Public Law 428 and Publie Law 500 for only 8 
months. In projecting our rate recommendations it was necessary 
for the Department to calculate the full year’s expense, which increases 
these items materially in some instances. 

Mr. Neevy. Mr. Chairman, I have just received word that a vote 
is being taken on the floor with respect to the agricultural labor bill 

Senator Kitcore. If there is no objection, I suggest that we recess 
for about 20 minutes. 

Mr. Burke. We will be right here, gentlemen. 

(A short recess was taken.) 

Senator Kincore. We are ready to go ahead now, Mr. Burke. 


BREAKDOWN OF AIR MAIL DEFICIT 


Mr. Burke. I think, Mr. Chairman, you might want to have the 
question about the revenue from er mail and the payments to the 
carriers clarified by having the record show all of the obligations. | 
can give that to you very briefly. In order to have a clear picture, 
they must all be included. Now, in the domestic air mail for the 
fiscal year 1950 the revenue was $74,120,038. Payments to carriers 
in the domestic service amounted to $68,531,245. Other apportioned 
costs for ground handling amounted to $41,090,660. Those two items 
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make a total of $109,621,905, or an excess of apportioned obligations 
over revenue of $35,501,867. 

With respect to the foreign air mail the revenue was $25,135,169. 
Payments to carriers amounted to $60,996,100. Other apportioned 
obligations were $7,235,216. Those two items made a total of 
$68,231,316, or an excess of apportioned obligations over revenue of 
$43,096,147. 

I believe that qualifies the answers. 

Mr. Jounsron. Will you state the total of the two? 

Mr. Burke. The total of revenue for both domestic and foreign was 
$99,255,207. The total payments to carrier, both domestic and 
foreign amounted to $129,527,345. Other apportioned obligations for 
both domestic and foreign amounted to $48,325,876. 

The total of payments to carriers and other apportioned obliga- 
tions for both domestic and foreign carriers, amounted to $177,- 
853,221, or an excess of apportioned obligations over revenue for 
both domestic and foreign carriers of $78,598,014. 

Senator Jounston. That gives full credit for what you received 
the way of revenue, does it not. 

Mr. Burke. That is correct, Senator. 

Senator Jounston. And besides, you have to handle the mail to 
the planes, and handle it from the planes to wherever it is sent to? 

Mr. Burke. In arriving at the $78,598,014 excess of apportioned 
obligations over revenue, the ground charge is included. Actually 
the total revenues from the air mail, both domestic and foreign, were 
$99,255,207. The actual payments to the carriers, were $129,527 345, 
or a diffe rence of about $30,000,000. 

Senator Kitcore. But, in addition to the $30,000,000, you had all 
of the handling charges? 

Mr. Burke. That is right. 

Senator Kircore. The handling charges from the plane? 

Mr. Burke. That is right—and the clerical costs. 

Senator Jonnston. All of the clerical costs? 

Mr. Burke. That is right. Those costs amounted to $48,325,000 
approximately, and that brings that total excess of salineticen over 
revenues to $78,598,014. 

Senator Ecron. How much would air-mail postage have to be in- 
creased to make it get off that point? 

Mr. Burke. I am not trying to qualify any answer I make, but | 
think I should explain to you, Senator, that experience has shown that 
increases in rates, particularly in air mail, have caused a reduction in 
volume. 

Senator Ecron. You didn’t cause any reduction in volume when we 
went from 5 cents back to the 6 cents, did it? 

Mr. Burke. It did temporarily. 

Mr. Reppina. It caused an immediate drop, and it didn’t revive 
for about 2 or 3 years. 

Mr. Burke. But it is back up there now and showing an increase. 

Senator Kircore. May I ask you this, Mr. Burke: I wish you would 
describe and make clear just how this air mail is paid for. How do 
you make your payments? 

Mr. Burke. I am sure that Mr. Redding can give you the exact 
detail on that. We pay direct to the airline carriers, to the operators 
of the airlines. 
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Senator Kitgore. How do you know how much to pay? 

Mr. Burke. The Civil Aeronautics Board fixes the rate and advises 
us what to pay them. 

Senator Kirgore. Do they fix the rate or do they fix the amount? 
What is the correct phraseology? 

Mr. Burke. Well, they do both; they fix the rate and then, if 
operations are under that rate, Mr. Chairman, and the *y do not show 
that the carriers are meeting their expenses, plus a reasonable return, 
they will then certify an increase to the Department, and we pay that 
on the basis of a fixed sum. 

Senator Kitcore. In order words, the airline has a guaranteed 
return, including expenses, plus a reasonable return on money invested? 
Is that right? 

Mr. Burke. That is my understanding. 

Senator Kricore. And the Post Office Department pays the 
difference, if any; is that right? 

Mr. Burke. That is the only means of paying them under the law. 

Senator Kintcore. And that difference is certified by the Civil 
Aeronautics Board to the Post Office Department? 

Mr. Burke. That is correct, sir. 

Senator KitrGgore. What, if any, auditing, checking, and protection 
does the Post Office Department give? 

Mr. Reppine. What happens Senator, is that the Civil Aero- 
nautics Board tries to arrive at a figure that will give the carrier the 
return they feel is justified on the carrier’s investment. Having 
taken that figure, they reduce it to a rate which is applied to a base 
mileage or the mail volume. ‘Then the carrier submits his claims to 
us on the basis of the mail volume or mileage flown and we apply 
that rate to the mail volume or mileage and pay him. If the result 
does not produce the revenue that the Civil Aeronautics Board has 
felt was necessary for the carrier’s survival, they may give him an 
additional payment which they then certify to us. 

As far as determining whether the costs of a carrier are right or 
wrong, that is a responsibility of the Civil Aeronautics Board. All of 
the accounts of the various carriers, as to how they arrive at these 
costs, are submitted to the Civil Aeronautics Board, and they go 
through a process of running down these accounts, auditing the books, 
and allowing or disallowing various items of expenditures. 

Senator Kitcore. And you don’t have any opportunity to double 
check that; that is, the Post Office Department? 

Mr. Reppine. We can only check it, sir, by checking the account 
that is rendered us of the miles operated. We can and do check 
that. We cannot check the accounts that the carrier keeps of his 
over-all operations. We have no machinery by which to check that. 

Senator KrtGore. Now, these payments apply to all of the sebeduled 
lines, do they not? 

Mr. Reppina: Yes, sir; all of the scheduled lines that are certified 
for air mail. 

These are applied, generally speaking, in two ways, by a ton-mile 
rate and a so-called plane-mile rate. The ton-mile rate bears some 
semblance to the actual load carried, whereas the: plane-mile rate is 
the operation of the airplane over that particular route. 

Senator Kincorr. Are there any scheduled lines which are not 
certified as mail carriers? 

Mr. Reppina. I believe there are some; yes, sir. 


enna iy FT 














é 

2 

a 

% 

id 

8 
ea 
a 

> 


teeter 
hee ae 


Fs 
be 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 611 


CERTIFICATION OF AIRLINE AS MAIL CARRIERS 


Senator KitGcorn. Now, suppose that Senator Ecton and Senator 
Johnston and I decide that we want to go into the airline business 
and we apply for a license. Assume that we apply to become a 
scheduled line. What happens then? 

Mr. Burke. You file your application with the Civil Aeronautics 
Board. 

Senator Kitcore. All right. 

Mr. Burke. They are required, under the law, to determine, on 
the basis of three reasons, public convenience and necessity, national 
defense and the transportation of mails, whether a certificate should 
be issued to you for operation. That would be for one of those 
reasons or a combination of all three of them. 

Senator Kitcore. Now, can they certify our line as a mail-carrying 
line if they want to? 

Mr. Burke. Yes, sir. 

Senator Kitcore. And if mail is offered, of course, we have to carry 
it. Suppose no mail is offered? 

Mr. Burke. The Post Office Department is asked, in each instance, 
I am quite sure, whether there is need for the carrying of mail by 
the particular line involved. The Post Office Department then studies 
the conditions in the area that the line is supposed to operate in and 
advises the Civil Aeronautics Board whether or not it is needed for 
mail. But the Civil Aeronautics Board is still authorized, under the 
law, to certify the line. 

Senator Kincorr. And the Civil Aeronautics Board can certify 
the line as a mail-carrying line, regardless of that report? 

Mr. Burke. That is right. 

Senator Jonnston. And when they do that you have to pay them 
so much per mile? 

Mr. Burke. We pay whatever the Civil Aeronautics Board tells 
us to pay. 

Mr. Repprnc. In other words, on a particular line they would make 
a determination as to a rate for that line and as to what we have to 
pay them. If it were a line that was just going into operation, they 
would undoubtedly set a plane-mile rate which would be caiculated 
to return to that line the cost of operation and their overhead plus a 
reasonable return, 

Senator Jonnsron. Whether you had a great deal of mail or just a 
small amount of mail? 

Mr. Reppina. That is right, sir. There might be a very small 
volume of mail, and the actual piece charge might be very high when 
you run it down to that point. 


PAYMENT TO AIRLINE STARTS UPON CERTIFICATION 


Senator Ecron. Mr. Burke, may I ask this question: When a new 
carrier is certified, does the Post Office Department automatically 
start paying a subsidy to that line? 

Mr. Burke. Well, the Post Office Department automatically starts 
paying when a temporary rate is established by the Civil Aeronautics 
Board. In other words, Senator—and correct me if I am wrong in 
this, Mr. Redding—we pay exactly what the Civil Aeronautics Board 
tells us to pay. 
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Senator Ecron. Yes; I understand that. But I was wondering 
whether you were oblig: ated as the postal system to pay all airlines the 
minute they are certified by the Civil Aeronautics Board. There 
might not be any mail for them to carry. What I am getting at is 
this: Do you have to pay a subsidy to all of them whether they carry 
the mail or not? 

Mr. Repprinc. When they certify them for mail, we are required to 
tender mail to them. Once we give them mail, even if it is only one 
letter, from then on we have to pay them air-mail pay. That is the 
way the subsidy, if it is a subsidy, on that particular line, is handled. 

Senator JonnstTon. Is it not true that when they have been given 
the right to handle mail, they will have an official opening, and people 
will send mail on their plane, so that the mail will be carried on the 
first trip? 

Mr. Burke. Oh, yes. 

Senator Jonunston. So that when they have been given the cer- 
tificate to carry mail, the airline company will initiate the service on a 
certain day, and people will bring mail down so that it will be carried 
on the first trip, and then vou have to start paying them? 

Mr. Reppina. I don’t think that is primarily aimed at achieving 
that result. 

Senator Jonunston. That would get the result? 

Mr. Repprnc. That would get that result, but I think primarily 
what they are getting at is the philatelic thing. 

Senator Ecton. I believe this will clear it up. Do all certified air- 
lines receive payments from the Post Office Department for the pur- 
pose of carrying mail? 

Mr. Burke. Not all of them, Senator—there are a few of them that 
are not certified as mail carriers. You have one in Hawaii, I believe. 

Mr. Reppina. That has now been certified. 

Senator Ecron. Then there must be a separate operation on the 
part of the Civil Aeronautics Board before the airline can carry mail? 

aes Burke. Yes; they have to be certified as a mail carrier by the 

Yivil Aeronautics Board before the Post Office Department is obligated 
- pay them. 

Senator Jonnston. When they come before the Civil Aeronautics 
Board to get a certificate to carry mail, you are notified of that; is 
that not true? 

Mr. Burke. That is right. 

Senator Jonnston. And you have a right then to file whether or 
not you think it is proper to have mail carried over that particular 
route? 

Mr. Reppine. Yes, sir. 

Mr. Burke. That is right. We do-file our objeetions when we 
feel that it isn’t necessary from the mail standpoint. We then advise 
the Civil Aeronautics Board to that effect. 


QUESTION ON ALASKAN AIR MAIL CARRIERS 


Senator Kiucore. Is it not a fact that there are some lines in 


Alaska that are star-route lines? 
Mr. Burke. Oh, yes. 
Senator Kiucore. Have those been converted into regular certified 


airlines? 
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Mr. Burke. Yes; a number of them have been. 

Senator Kircore. What is the cost of converting a star-route line 
into a certified air-mail line? 

Mr. Repprina. I think there is a slight difference, Senator, there. 
The lines that were operating in Alaska were operating basically under 
the old contracts that dated way back to 1933, 1935, and so on. 
Those contracts bore no relationship at all to present costs. When 
those contracts were converted, they were brought into relationship 
with present costs and, of course, the costs went up. The previous 
operations, in many cases, were nothing more than one man flying 
a dinky airplane, and the costs were quite low. As times changed 
and the airlines became bigger, the costs, of course, went up. 

Senator Kitcorer. But has the volume of mail increased? 

Mr. Reppina. Yes; the volume of mail has increased. 

Senator Kitcore. Frankly, the dinky airplane is a little safer up 
there in that bush-hopping activity than the big airplanes; is that not 
right? 

Mr. Reppinea. Some of the fellows that cracked up in them don’t 
think so, Senator. 

Mr. Burke. Of course, the Alaskan service, as you surely know, 
Senator, carries more than air mail. They carry a lot of items to 
places that are not easily accessible by surface transportation. 

Senator Kircore. Has the Post Office De ‘partment every opposed 
a change-over from a star route to a certified mail carrier’s route in any 
case that you know of? 

Mr. Burkn. Not that I know of—lI don’t believe we have, Senator. 

Mr. Repprna. | don’t believe we have opposed, because I believe 
all those contracts were made outside of the realm of the now existing 
law that is before the present law was enacted. When the 1938 
act came in, the matter was then brought into the justification. 

Senator Kitcore. Is it not a fact that even though vou do protest, 
under the existing law, it can be changed, regardless of the protest of 
the Post Office Department? 

Mr. Burke. That is right. 


PROTEST IN CHANGE FROM STAR ROUTE TO CERTIFIED MAIL LINE 


Senator Krigore. I wish you would check and see whether your 
records disclose any such protest. That is, a protest against a 
change from a star route to a certified mail line. 

Mr. Repping. We will be glad to check that, s 

(The information re quested is as follows:) 


If an applicant for a certificate of public convenience and necessity or its 
predecessor was authorized by the Postmaster General, prior to the effective date 
of the Civil Aeronautics Act of 1938, to engage in the transportation of mail (air 
star route contract), then such applicant under the provisions of the act was 
el ntities to a certificate, therefore the Post Office Department was not in a position 

) protest against a change from star-route service to certificated service, and no 
such protest has been made. 


Senator Kingore. Now, your records disclose, I believe, how much 
has been paid so far this year to (1) trunk lines and (2) feeder and 
other lines, in air-mail service; do they not? 

Mr. Burke. Mr. Redding has that information, I think. 

Mr. Repprina. | have some of those figures here. 
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AMOUNTS PAID TO TRUNK LINES AND FEEDER LINES 


Senator Kircore. Let me suggest that you get your figures and 
put them in the record at this point so that the whole committee can 
read them. 

Mr. Reppinc. I will be glad to do that for fiscal year 1950. 

(The information requested is as follows:) 


Obligations, fiscal year 1950 


nn EO he ea eee Se, Oe oe onan ane $17, 173, 991 
einen MS 2 SO De a eed ace eames ese sles aoe 47, 652, 373 
pene) weatiete Fe. J ee se cee aicc wath oe 263, 614 
RINSE DOR 8 os totes oe idle. ewawecdemt isi sth ie eed oe 3, 441, 267 

‘TOLAT Ou eInOOe. Mit OMNES... wo oss hk i we cewe ccna 68, 531, 245 


Senator Kirgore. What is the future trend? Will air-mail cosis 
increase or decrease? What is your opinion? 

Mr. Burke. All costs in the postal service will increase—that is my 
prediction, Senator. You are talking about total costs; are you not? 

Senator Kitgore. Total costs of air mail. 

Mr. Burke. Of air mail, as well as the total cost of handling all 
other mails. I think the trend is toward an increase. Definitely it is, 

Mr. Reppina. If I may add to that, certainly the total cost is 
bound to increase, but I would say this: That the unit cost has a 
tendency to come down. 

Mr. Burke. That is true. 

Senator Kitrgorsr. That, of course, is based upon an increase in the 
number of packages, we will say? 

Mr. Reppine. Yes, sir. 


CERTIFICATION CASES PENDING 


Senator Kitcorr. How many cases are pending now before the 
Civil Aeronautics Board—that is, certification cases—if you know? 

Mr. Reppine. There were 821 cases pending before the Civil 
Aeronautics Board, of which about 45 are active. 

Senator Kirgorre. How many cases have been settled so far? 

Mr. Reppine. About 21, which involve additional expenditures. 

Senator Kitgorr. Do you know how much money is involved in 
them? 

Mr. Reppina. I don’t believe I have that figure. I will say that 
most of the settlements that were made involved additional expendi- 
tures and a rise in costs. However, along that line, I have been 
informed that the Civil Aeronautics Board has issued a show-cause 
order reducing the rate to the Big Four carriers, from a present block 
rate of an approximate average of 59 cents to 42 cents per ton-mile. 
If this order is finally upheld in litigation, which is where it still lies, 
why, it will offer a substantial cut. 


BIG FOUR CARRIERS 


Senator Kitcorre. Are most of your cases settled on a ton-mile 
basis, or on an airline-mile basis? 

Mr. Repprinea. The Big Four carriers 

Senator Kitcore. And by the “ Big Four carriers,” you mean what? 
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Mr. Reppine. United Air Lines, Trans-World Airlines, American 
Airlines, and Eastern Air Lines. 


FOREIGN MAIL CARRIERS 


Senator Kitcore. How about your foreign mail carriers? 

Mr. Reppine. The foreign mail carriers are all on a plane-mile 
basis. 

Senator Kricorr. On a plane-mile basis? 

Mr. Reppinea. Yes, sir. That is where you pay the carrier on the 
basis of the operation of the plane over the route. 

Senator Kitcorre. What percentage of that is handled by the vari- 
ous lines? 

Mr. Reppinea. Sir? 

Senator Kitcore. Percentagewise, how do the lines participate in 
that? 

Mr. Reppina. Pan American World Airways is by far the greatest. 
Trans-World Airlines, I would think, is second. Eastern and some of 
the others follow in bebind. 

Senator Kitcorr. Do you use any foreign-flag ships in flying this 
mail? 

Mr. Reppina. Yes, sir. 

Senator K1ircorr. What do we do about those? 

Mr. Reppine. We pay them the UPU rate, which is equivalent to 
$2.86 a ton-mile. That is under the Universal Postal Union rates. 

Senator Kitcore. I wonder if you could insert in the record a sort 
of comparative study of these air-mail rates of the various lines, both 
American, American-foreign, American overseas, American domestic, 
and foreign-flag lines. 

Mr. Reppine. We could give you some sort of a study on that, 
Senator. It would be very difficult to tell you very much about what 
the actual rates are that are paid by foreign governments. 


FOREIGN AIR-MAIL RATES, AND VOLUME 


Senator Kitcore. You do have, however, information as to how 
much you pay the foreign lines, and the volume of mail that has been 
transported by them? 

Mr. Reppinc. What I was speaking of, sir, is the amount that 
foreign governments paid to their flag lines. We have very little 
information on that. 

Senator KriGore. I know that. I am talking about what our own 
Post Office Department pays them, based upon ton-miles. 

Mr. Reppina. Yes, sir; we can give you that. 

Mr. Burke. Isn’t that in terms of flight-miles? 

Mr. Reppina. That would be ton-miles, in the case of the foreign- 
flag carriers. 

The study wouldn’t be directly comparative, because the United 
States carriers are on a plane-mile basis, while foreign-flag carriers are 
paid the UPU rate and some of the domestic carriers are on the,ton- 
mile basis. We can, however, give you the information. 

(The information requested is as follows:) 
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Domestic air-mail service, fiscal year 1950 


























ies 3 Payments in | Ton-thiles | Average 
Carrier | Type of rate fiscal year 1950 | of service | hs coe 
| tape ae oo rate. Adjusted for 
United Air Lines, Inc......|] ©2¢h month, starting at 75 cents || ¢6 701, 93.75 | 10,951,051 | $0. 612 
Trans World Airlines, Inc = a hl — ee \\ 5,477,217.40 | 8,308, 429 659 
American Airlines, Inc oe ay nif , heey a ( oo 5, 757, 688.90 | 8, 879, 745 . 648 
Eastern Air Lines, Inc. __- by © spectsed Docks to 2° Camts |i 9 203,488.90 |) 4 901, 283 . 667 
|} per ton-mile, for over 30,000 ton- . 
\\ miles per day. 
Hawaiian Airlines, Ltd__._| ©.3 mill per pound-mile-____.-....--. 37, 071. 65 61, 839 . 599 
Northwest Airlines, Inc__- 4, 429, 759. 32 2, 629, 865 1, 684 
Northeast Airlines, Inc_-__-- |} 1,593, 821,34 107, 940 14.025 
National Airlines, Inc._____| |] 1,670, 739. 53 571, 384 2.924 
Colonial Airlines, Inc... -- || Variable monthly rate determined || 1, 126, 418.33 | 96, 886 11. 626 
Frontier Airlines, Inc.: in accordance with CAB rate for- 
MOND ns aceennwias i\ mulas, using average daily desig- |/ 1, 240, 300.07 59. 914 33.031 
Challenger -. ..--|{ nated mileage and average daily 738, 713.09 } 7 ee 
Wisconsin Central --._.-- |] scheduled mileage as factors. i} 1, 205, 159. 00 28, 913 41. 682 
Robinson. _- Fy ey ant 504, 877. 16 21,073 23. 958 
All American 4 ha 1, 655, 048, 86 39, 2 42.135 
Southern Airways, Inc | 1, 248, 151. 09 37, 691 33. 115 
Bonanza Air Lines, Inc. -...| 284, 925. 40 2, 687 106. 038 
Chicago & Southern Air 1, 840, 688. 20 532, 478 3. 457 
Lines, Ine. ||Passenger load factor variable 
Braniff Airways, Inc__----- monthly rate determined in ac- 2, 318. 409.35 | 1, 163, 247 1. 993 
Western Air Lines, Inc....|| cordance with CAB rate formulas, 1, 787, 988. 21 624, 771 2. 862 
Delta Air Lines, Inc.......|) using average daily designated 1, 976, 753.59 | 1,017,024 1. 944 
Inland Air Lines, Inc__....|| and/or scheduled mileage and the 664, 265, 23 114, 068 5, 823 
Caribbean-Atlantic Air- average passenger load as factors | 265, 457. 00 9, 255 28. 683 
lines, Inc. || in the determination. 
Empire Air Lines, Inc. ..-_| 625, 996. 38 19,562} 32.001 
Capital Airlines, Inc. -~--~- 4, 416, 700.94 | 1,256, 518 3. 515 
ee Airlines, 1, 584, 221. 77 315, 626 5.019 
ne. 
Continental Air Lines... Variable monthly rate determined 1, 860, 412. 31 201, 526 9, 232 
Pioneer Air Lines, Inc. - - - ‘| in accordance with CAB rate for- 1, 498, 246. 65 91, 154 16. 436 
Southwest Airways Co..-.- mulas using scheduled miles flown 1, 130, 817. 43 49, 909 22. 658 
West Coast Airlines, Inc...|| and passenger load factors as bases. 707, 629. 37 8, 906 79. 455 
E. W. Wiggins Airways !_. 112, 779. 65 1, 348 83. 664 
Trans-Texas Airways--_-.__| 1, 520, 488. 44 54, 103 28. 104 
Piedmont Aviation, Inc_-__-} | 780, 170. 00 38, 818 20. 098 
40 cents per mile flown by single-en- | 
gine planes; 60 cents per mile flown | 
by DC-3’s. Variable monthly | 
—. ears o neous | 
i with CAB rate formulas using > 
Turner Airlines, Inc_-...-- average daily designated mileage 202, 311. 03 2, 503 80. 827 
and average daily scheduled mile- 
age as factors. Separate rate for 
each segment until all segments | 
are operating. | 
35 cents per mile flown when more | 
than 1 round trip operates; 55 | 
cents per mile flown when only 1 | 
round trip operates. Variable | 
monthly rate determined in ac- | 
Central Airlines, Inc_----.-- cordance with CAB rate formulas 460, 321. 00 11,775 39. 093 
using average daily designated 
mileage and average daily sched- 
uled mileage as factors. Sepa- | 
rate rate for each segment until all 
segments are operating. 
FO III cesnsictosinicniensittaniaesndiiiaaiaiatieiais Rem dirs iia tata | 349, 710. 00 11, 076 31. 574 
— oe eee for monthly | 
les Airways mileage of 33,000 or less. 75 cents | > 
Los Angeles Airways, Inc_- | per airplane-mile for monthly | 420, 095. 00 41, 522 10. 117 
mileage in excess of 33,000. | 
mie pe aeeee one for monthly | 
er ae ao mileage of 25,000 or less. 65 cents | 99 
Helicopter Air Service, Inc. per airplane-mile for monthly | 283, 691. 60 12, 878 22. 024 
|| mileage in excess of 25,000. | 
Parks Air Lines, Inc.......; No rate prescribed. ................- Ribs nl SELECT et hE ARERR UR a base 
| a _ = 
RR: cic cshiisie Reig ert te tt eee | 61,602, 361.40 | 42, 176,347 1. 461 
Cane ern ern nnn RU 


1 No passenger load factor element in this rate. 
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Alaska 


Pacific Northern Airlines, 
Ine 

Wien Alaska Airlines, Inc 

Pan American World Air- 
ways, Ine 

Lon Brennan Air Service, 
Ine 

Ellis Air Lines 

Alaska Coastal Airlines 

Reeve Airways 


Cordova Air Service, Ine | 

Alaska Airlines, Inc 

Northern Consolidated | 
Airlines, Inc 


Total 


air-mail service, fiscal year 1950 


Payments for 
fiscal year 
1950 


Type of rate 


, 667. 13 
355. 01 


, 000. 


Variable monthly rates determined 


in accordance with CAB rate 
formulas using ratio of base mile- 
age to designated mileage. 


5, 115. 31 

600. 
20, 350 
47, 048. 
7, 026. 


00 


52 


40) 


Variable monthly rates determined 


in accordance with CAB 
formulas using average daily 
designated mileage and average 
daily scheduled mileage as factors. 


rate 49, 


543, 


500 
224. 79 


566, 921. 00 


80 | 


00 | 


3, 665, 808. 96 | 


1 No ton-mile statistics available. 


? Lump-sum settlement. 


United States mail conveyed by United States international flag carriers, fiscal 


Carrier and route 


American: 
Mexico. 
American Overseas: 
States to Europe. 
Braniff; United States 
Latin America 
Chicago & Southern: United 
States to Latin America. 
Colonial: United States 
Bermuda. 
Eastern: United States 
Puerto Rico. 
National: 
Cuba 
Northwest: 
Alaska, Orient, Hawaii. 
Panagra: Canal Zone 
Latin America. 
Pan American: 
States to Alaska. 
Pan American: United 
States to Europe, Africa, 
Near East 
Pan American: 
States to Latin America. 
Pan American: 
States to Orient. 
Trans-W orld: United States 
to Europe, Near East. 
United: United States 
Hawaii. 


United 


to 


Total 


United States to | 
United | 


to 


to | 
to | 
United States to | 
United States to | 


to | 


United | 


United 


1950 


Amount 
paid 
carrier 


Rate fixed by CAB 


$89,792 | 75 cents ton-mile for daily average of 
2,500 ton-miles, sliding seale. 
1.657 cents by lower of 20,675,000 or 
seat-miles each month. 
95 cents per plane-mile. 
| 4,996 miles. 
$1.25 per plane-mile. 
| 3,367 miles. 
31 cents per plane-mile. 
2,141 miles. 


4, 164, 964 


1, 734, 503 Daily base of 


1, 512, 892 
233, 983 


re 
52, 


545 
ton-miles sliding scale 


57,440 | 18 cents plane-mile on sliding scale 


5, 577,827 | $1 per plane-mile. Daily base of 16,000 
| miles. 

3, 136, 489 

miles each month. 

| 59 cents plane-mile. 
base. 

2.363 cents by lower of 34,240,000 or 
seat-miles each month. 


1, 327, 603 6,573 miles daily 


9, 677, 612 


7, 222,793 | 33 cents by lower of 


miles each month 


1,825,000 or plane- 


11, 714, 116 | 
miles each month. 

85 cents plane-mile. 
30,000 miles 

75 cents ton-mile daily average of 2,500 
ton-miles sliding scale. 


9, 167, 526 


499, 491 


| 56, 169, 576 


Daily base of 
Daily base 


75 cents ton-mile daily average, 2,500 


| 50 cents by lower of 434,000 or plane- 


2.58 cents by lower of 38,000,000 or seat- | 


Daily base of | 


? 


t 


1952 


Miles of 


service ! 


608, 944 | 
234, 146 | 


318, 75 


(2) 


United 
States 


on-miles 


122, 027 | 


, 588, 091 


ow nr 


08 


26, 606 


7,058 


74, 880 


13, 492 | 


, 009, 030 | 


342, 167 
431, 389 


3, 037, 774 


2, 798, 219 
5, 749, O84 
3, 016, 535 

663, 311 


1 


9, 907, 551 





Average 
rate per 
mile 


609 
. 598 


. 567 

790 
390 
. 800 


R&o 


056 
997 
769 


year 


A verage 


cost per 


| ton-mile 


$0. 7358 
2. 6226 
62. 9401 
, 8628 
6708 
. 7017 
. 2574 
. 7764 
. 1665 
- 0775 
. 1858 
. 5812 
0376 
3. 0391 


. 7530 


2, 8215 
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Mail dispatched from the United States on foreign-flag carriers, fiscal year 1950 








| } 
Amount paid Ton-miles 








Raced . foreign carriers| United Average 
Carrier and route carriage United| States — re? 
| States mail! | — mail! aan 
| 
Air France: Trans-Atlantic aealbsiasaith $452, 558 171, 205 $2. 643 
British Overseas Airways (BOAC): Trans-Atlantic a 571, 397 212, 461 2. 689 
Royal Dutch Airlines (KLM): Trans-Atlantic iiceasic el 199, 665 74, 255 2. 618 
Belgian Air Lines (SABENA): Trans-Atlantic........__. _- 110, 528 41, 898 2. 638 
Scandinavian Airlines (SCAN AIR): Trans-Atlantic._.._.-- 611, 048 259, 288 2.356 
Swissair: Trans-Atlantic iar gi alert ctl ete ba Uaiiat ic ted 67,009 29, 977 2. 235 
British Commonwealth Pacific (BCPA): Trans-Pacific. - 113, 308 | 39, 386 2. 876 
Air France: Latin America . pieces | 1,145 468 2. 446 
British South American (BSAA): Latin-America ; | 2, 828 SO 3. 191 
Caribbean International (CIA): Latin-America i | 299 121 } 2.471 
Cia Cubana de Aviacion (CUBANA): Latin-America__- 1, 778 633 | 2. 808 
Lines Aeropostal Venezolana (LAV): Latin-America.-__-__- 19, 726 14, 464 | 1. 364 
eee acco dl a eS a Me te 2, 151, 289 | 847,042 | 2. 5398 


| | 
| 
| | | 


1 Partially estimated, 
_? Rates paid foreign-flag carriers are the same as those the United States collects from foreign countries for 
similar service by United States carriers. 


Foreign countries’ mail hauled by United States flag carriers, fiscal year 1950 


Amount Foreign Average 
Carrier and route foreign air- air mail revenue per 
mail revenue | (ton-miles) ton-mile ! 

American: United States to Mexieo ; $73, 836 41, 260 $1. 7895 
American Overseas: United States to Europe 1, 202, 260 564, 203 2. 1306 
Braniff: United States to Latin America 30, 904 10, 778 2. 8673 
Chicago & Southern: United States to Latin America___. 12, 149 6, 103 | 1, 9907 
Colonial: United States to Bermuda..__- : 5, 146 2, 264 | 2. 2730 
Eastern: United States to San Juan_..._._.....--- at 
National: United States to Cuba eae “ 
Northwest: United States to Alaska, Orient, Hawaii 409, 169 243, 923 1.6775 
Panagra: Canal Zone to Latin America... ‘ ed 706, 753 245, 705 2. 8764 
Pan American: | 

United States to Alaska 7 nie 

United States to Africa, Europe, Near East 2, 167, 475 972, 575 2. 2286 

United States to Latin America , e 1, 959, 897 714, 305 2. 7438 

United States to Orient ; 1, 215, 779 571, ORY | 2. 1255 
Trans-W orld: United States to Europe, Near East- 3, 090, 478 1, 454, 27: 2. 1251 
United: United States to Hawaii-_-.--..-. Sata Mode heen “ : } sl 

ec aii teenies liaelaniddls pita eetnatdnaneueitl 10, 873, 846 4, 827, 468 | 2. 2525 


!The average revenue per ton-mile varies according to the relative volume carried of letter mails at 
$2.86 per ton-mile (service within Europe $1.43 per ton-mile) and other articles and parcels at 7144 
cents per ton-mile. 


HELICOPTER SERVICE 


Senator Kirgore. What about the helicopter service? 

Mr. Burke. I think Mr. Redding can give you a pretty good run- 
down on that. 

Senator Kitcore. I want to get all of the air items cleared up at 
one time. 

Mr. Burke. I thought you would. 

Mr. Reppine. The helicopter service is now in existence in Los 
Angeles and in Chicago. There is now a case pending in New York 
in which the record is completed, oral arguments have been made, and 
the examiner has made a recommendation. There are several other 
applications pending, upon which no action has been taken. Actually, 
of course, the only places where operations have been going on are in 
Los Angeles and in Chicago. 
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Senator Kitcore. What happened in Philadelphia and the opera- 
tion there? 1 believe it was a helicopter operation, or was it what 
they called an Aircobra? It was that stub-wing plane that they used 
to tly the mail in Philadelphia a long time ago. 

Mr. Reppine. Was that the old autogiro? 

Senator Kricore. Yes, 

Mr. Reppina. I don’t know what happened to that particular 
service at Philadelphia. 

Senator Kitcorer. That was the first one. 

Mr. Reppinc. The autogiro itself has been supplanted by the 
helicopter, which is a superior machine. 

Senator Kricore. But you don’t have that in Philadelphia? 

Mr. Reppina. No, sir. 

Mr. Burke. The man who operated that was quite a crack pilot, 
a fellow by the name of Miller. 

Senator Kitcore. By the way, along that line, whatever happened 
to the air mail pick-up service we had in West Virginia? 

Mr. Reppine. That is where they picked up the mail while flying— 
that has been supplanted by a plane that lands and picks up the 
mail in the regular fashion. 

Senator Kitcore. Well, many of those places that used to be 
served are places where vou cannot land a plane 

Mr. Reppine. Then those places are not having the service now. 
I don’t know about the West Virginia situation. I did have reference 
not too long ago to some of the service that was performed in Penn- 
sylvania. That was stopped 2 or 3 years ago. All-American Airways 
had the service. As a matter of fact, Senator, I rode in those pick-up 
planes several times myself when they were testing, back in 1933 and 
1934. 

Senator Kitcore. But that was a West Virginia development? 

Mr. Reppina. Yes, sir 

Senator KiLGore. They gave us excellent service down there. | 
don’t know about the expense involved. | have always wondered 
about the expense, but it did give us a very fast air-mail service for 
communities which couldn’t have been touched by airmail otherwise. 

Mr. Reppina. That type of service was carried on for 9 years. 

Senator Kitcore. All right. Go ahead, Mr. Redding. 


HELICOPTER SERVICE COSTS IN LOS ANGELES AND CHICAGO 


Mr. Reppina. The amounts paid out for the two cities for this 
helicopter service: The service commenced in Los Angeles in 1947. 
Since that time we have paid out $1,265,583.88. That is not a 
contractual service. It is a temporary certificate. That certificate 
is up now for renewal. I think the examiner has recommended that 
they be given a 7-year extension of the certificate with the provision 
that they carry passengers, feeling that the passenger service even- 
tually may help to lower the cost of air mail. 


COST TO POST OFFICE OF HELICOPTER SERVICE 


In running that one out, and trying to determine what the cost was 
by helicopter, we arrived at the per-piece cost of 3 mills. 
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Senator Kircorr. That would be from Burbank Field into the 
central post office at Los Angeles? 

Mr. Reppina. From the municipal field, sir. They run it from 
the municipal field at Los Angeles. They run other schedules out to 
various suburban towns surrounding the city. 

The rate that was being paid in Los Angeles from October of 1947 
to April 1948, was a straight $1.50 per mile. After May 1, 1948, the 
rate became $1.25 per mile up to 33,000 miles flown in any calender 
month, and 65 cents per mile for mileage in excess of 33,000 miles a 
month. Actually, of course, they never exceeded the 33,000 figure 
They stayed in the $1.50 range. 

In Chicago, the service commenced in October of 1949. The total 
amount paid through March 1951, was $521,814.90. The figures on 
payments at Chicago are not as current as the figures in the case of 
Los Angeles because the Chicago organization does not render its 
claims as promptly as the Los Angeles Co. does. 

The service at Chicago is not a contract service, either. It is a 
certificated service. The order of the Civil Aeronautics Board dated 
December 20, 1949, set the rate from August 20, 1949, to February 
28, 1950, at $1.35 per mile up to 25,000 miles in any month, and at 
75 cents per mile in excess. Then, after March 1, 1950, the rate was 
set at $1.15 per mile up to 25,000, and at 65 cents per ‘mile flown in 
excess of 25,000 miles. Again, in that service, they do not go over the 
25,000 miles per month figure, and they have actually not gotten into 
the lower rate. 

Senator Kincorr. That is per month per plane? 

Mr. Reppina. No, sir; that is per month on the service. 


PROVISION RESTRICTING USE OF FUNDS FOR MAIL TRANSPORTATION 


SENATOR Jounston. I noticed that in the House they put in an 
amendment which reads as follows: 

Notwithstanding any other provision of law, no part of any other funds appro- 
priated to the Post Office Department shall hereafter be used for the transporta- 
tion of mail over any route or by any means which the Postmaster General deter- 
mines to be more costly than other available and equally satisfactory routes or 
means. 

Of course, that was stricken out on the floor of the House. How does 
the Post Office Department feel with regard to that amendment? 

Mr. Burke. Well, it is a rather ambiguous provision in law, Senator, 
that the Postmaster General shall take advantage of more economical 
means of transportation. That isn’t always a good thing to do, The 
postal service has to be determined from two standpoints, first, the 
matter of good service to the public. Often there are situations 
where, in the interests of good public service, you do take the more 
expensive means of transportation. 

Senator Kitcore. In other words, as an example, take the heli- 
copter service in Chicago. It would be cheaper to get a couple of 
moving vans and bring the mail in from the airport? 

Mr. Burke. That is correct. 

Senator Kircorr. A moving van would be cheaper than flying the 
mail in by helicopter. How much time do you think you save by 
using the helicopter? 
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Mr. Reppinea. Well, a trip from the Chicago post office to the 
airport takes about 8 minutes by helicopter and about 45 minutes 
to an hour by truck. 

Senator Kincgore. | think an hour to an hour and a quarter would 
be a little bit closer. 

Mr. Burke. You would have to be in a hurry to do it in 45 minutes. 

Mr. Reppina. Perhaps I am judging by my own speed, Senator, 
and not a truck driver’s speed. I was giving the best figure that it 
could be done in. 

Senator Kitaore. I would say that a mail truck would run it in 
over an hour. 

Mr. Burke. I think it would, too. 

Mr. Reppina. That is a slight difference of judgment there. 

Senator KrirGore. There is one other thing that should be said 
about the helicopters, I believe. At the present time the helicopters 
that are being used are all custom-made jobs. They are hand- 
fabricated. They are not in the stage of development where they 
are being produced at the lowest cost of production. 

Mr. Reppina. That is true. 

Senator Kitcore. The helicopter is still an experimental job 
throughout. 

Mr. Burke. That is right. 

Senator Kiicore. In other words, the helicopter on the assembly- 
line basis could be built for possibly $6,000 to $10,000 whereas it 
is now costing $65,000 to $70,000 to produce. Later, as the machine 
becomes perfected, the same helicopter will probably be produced at 
a much lower cost. 

Mr. Reppina. I might say, Senator, that several months ago, 
possibly as long ago as 4 months, I asked the Air Coordinating Com- 
mittee to check on what their opinion of the helicopter was. That 
was aside from its use in carrying mail, and just asa plane. I haven't 
cotten the final draft of their report. 1 did get the first draft. 

On the basis of their investigation, which did not go into the matter 
of carrying the mail, they seem to feel that this is probably the feeder 
airplane of the future, that within 5 vears it will be the feeder airplane. 
They feel further that it has proved itself very definitely in military 
operations and in other types of operations, as a result of our experi- 
mentations and our use of them in these two cities 

Senator Kitcore. I suggest that vou also address a similar com- 
munication to the Coast Guard, which probably has more knowledge 
as to the use of the helicopters than either one of the other two air 
services. 

Mr. Reppine. The Air Coordinating Committee took into con- 
sideration the operations of the Coast Guard also. As a matter of 
fact, what has happened in our operations of the helicopter services 
is that we have been getting somewhere around 12 hours a day of 
utilization out of these airplanes, whereas the military and Coast 
Guard and so forth have averaged about 3 hours a week. As a result 
of our constant operation of these helicopters, we have built up for the 
military services a backlog of experience that could not have been 
achieved in any other way. 

As a matter of fact, at Los Angeles, they are also training military 
instructors in advanced helicopter operation. They have two of them 








622 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


being trained at the present time, and they have completed the train- 
ing of two others. 


BASIS OF HELICOPTER OPERATION AT PRESENT 


Senator KinGcorr. Now, in Los Angeles and in Chicago or in any 
other place—I want to get this clear—are you operating on a contract 
bid basis, or is it a certificate basis, or just what is the basis? 

Mr. Reppinc. It is on a certificate basis. In other words, there 
is no competition for contracts. Some line comes in and gets itself 
certificated. The competition usually comes in before the Civil Aero- 
nautics Board. 

Senator Kitcors. In doing that does the Civil Aeronautics Board 
go into the airworthiness of the helicopter in question? Do you know 
whether they do? Of course, the airworthiness should mean a whole 
lot to the postal service, particularly. 

Mr. Reppine. Yes, sir; they go into that very definitely, because 
of our feeling that this service should operate and also carry passengers. 
They go into it to determine whether these planes can safely carry 
passengers as well as mail. Actually the planes that are now in 
service, that is, the helicopters now in service, do not carry passengers, 

Senator Ecron. Does the military propose to reimburse you in any 
way for training pilots on this mail service? 

Mr. Reppin. Sir, they pay the line for the training, and that pay- 
ment is taken into consideration by the Civil Aeronautics Board in 
determining the amount of mail pay. 


PROPOSED HELICOPTER SERVICE IN NEW YORK 


Senator Ectron. Is that one of the justifications for the application 
to install helicopter service in New York? 

Mr. Reppina. The training of these pilots? 

Senator Ecron. Yes. 

Mr. Reppina. No, sir. I think that is just one phase of the na- 
tional defense effort. For instance, at Los Angeles, one of the things 
that has been most beneficial from our operations is the work in instru- 
ment flying and night flying. That was developed by the civilian 
pilots operating the helicopter. 

Now, the Army is moving pilots into Los Angeles, to learn these 
techniques that were developed, and they are using those techmques; 
the backlog of information, and so forth, in the training of their heli- 
copter squs adrons that are now bei ‘ing used in Korea and in other places. 

Senator Ecron. I take it the New York application, that is, the 
expense of it, is not included in this estimate? 

Mr. Reppina. No, sir; that is not in operation as yet. 

Mr. Burke. They haven't been certified. 

Mr. Reppina. No one is certified there as vet. 

Senator Ecron. Do you contemplate putting the service in there 
in the near future? 

Mr. Rerpina. All I can say is that it is a matter that is pending 
before the Civil Aeronautics Board; and when they certify them for 
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air mail, why, we will have to put it into service. We opposed that 
particular application. 

Mr. Burke. We opposed the New York operation. 

Mr. Reppine. We opposed the one in Chicago and in New York. 
We said that it was not needed on the basis of the mail service. 

Senator Ecron. Well, it is not likely that any line would be certified 
if you oppose it, is it? They don’t go ahead if you are against it, do 
they? 

Mr. Reppina. The fact is that they did certify the Chicago opera- 
tion over our opposition. They indicate in the examiner’s report in 
New York that they will certify over our opposition there. Of 
course, they haven’t done so as yet. 

Mr. Ecron. Who is re sponsible for the postal service? 

Mr. Reppinae. Well, the position taken is that it is justified 
Chicago by other considerations. 

Senator Ecron. By what? 

Mr. Reppina. By other considerations than the mail. 

Senator Ecron. That is, possibly military. 

Mr. REDDING. Military, the national defense and the public 
interest. 

Senator Kincorre. Where is the proposed New York run to be, 
from LaGuardia or Idlewild? 

Mr. Reppine. From LaGuardia. This projected operation takes 
in a number of communities around it and is the same sort of operation 
as that in Los Angeles or Chicago. 

Senator Kitgorr. Then that probably would take in Idlewild? 

Mr. Reppine. They would probably deliver to Idlewild and the 
Newark Airport also. 

Senator Kingore. All right. Are there any further questions? If 
not, let’s go ahead. 

Mr. Reppina. There are a number of questions that were asked the 
Post Office Department on this subject. Would you care to have me 
submit the answers to your committee? 

Senator Kitcore. I want to ask you one other question. On the 
basis of your experience with the present rotors of the helicopters, 
which are fabricated of fabric, how would you say they have turned 
out with reference to rain? Of course, they say there isn’t much rain 
in Los Angeles, but you do have plenty of it in Chicago. 

Mr. Reppina. Our operation has been good in both places. 

Senator Kincore. And the rain has not affected the rotors very 
much? 

Mr. Reppina. It may have affected them by bringing about more 
rapid replacement. 

Senator Kitcore. But there has not been a crash of a helicopter by 
reason of the failure of the rotor blades? 

Mr. Reppina. No, sir. 

Mr. Burke. There was an accident at Los Angeles, but it wasn’t a 
crash of the helicopter, it was an accident in landing on the roof. 


§1916—51 
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DATA ON HELICOPTER SERVICE 


I would like to submit the following data on the helicopter situation. 
(The information referred to is as follows:) 
HELICOPTER SERVICE 


Inquiry: ‘“‘Traee service of Los Angeles and Chicago helicopter service; 
amounts paid out to date for such service, type of planes used, number of pilots 
and mail load, not only by fiscal years but show figures from cost ascertainment, 
say from November 1950 as compared with November 1949.”’ 


Payments to Los Angeles Airways 


[Service commenced October 1947] 


Fiseal year 1948 (October 1947—June 1948)___--_--__- oe oa $225, 797. 75 
Pintil VORr NOAG.. <0 es ea c : ‘aes : 414, 530. 00 
Fiscal year 1950 : tee BA 420, 095. 00 
Fiscal year 1951 (July-December 1950) -_--.--..-..------ Mee 205, 161. 13 

Total, October 1947—December 1950 ny ee: 


This is not contractual service, but is under a temporary certificate of con- 
venience and necessity. Rates are set up in the CAB rate order E-1662 dated 
June 10, 1948. 

Rates are as follows: 

From October 1, 1947, to April 30, 1948, inclusive, a straight $1.50 per mile. 

On and after May 1, 1948, $1.25 per mile up to 33,000 miles flown in any 
calendar month, and $0.65 per mile for all in excess of 33,000 miles flown in any 
calendar month. 


Payments to Helicopter Air Service, Inc. (Chicago) 


[Service commenced October 1949] 


Fiseal year 1950 (October 1949-June 1950) dincteae Sih oo erties» SD 
Fiseal vear 1951 (July 1950—-March 1951) ered 238, 123. 30 
Total, October 1949-March 1951---- iG Sk sels 521, 814. 90 


As in the ease of Los Angeles Airways, this is not contract service. CAB rate 
order E-3729, dated December 20, 1949, provides 

From August 20, 1949, to February 28, 1950, $1.35 per mile up to 25,000 miles 
flown in any calendar month, and $0.75 per mile flown in excess of 25,000 miles 
flown in such month. 

On and after March 1, 1950, $1.15 per mile up to 25,000 miles flown in any 
calendar month, and $0.65 per mile flown in excess of 25,000 in such calendar 
month. 

Number of helicopters 


Los Angeles—Sikorsky 8-51 (four in daily service and one spare), 5; Chicago— 
Bell 47—D (five in daily service and one spare), 6. 

Number of pilots: Los Angeles, 9; Chicago, 10. 

Statistics of mail loads, ete., on helicopter service are not kept separately by 
cost ascertainment. 

A special compiling of mail load for the calendar vear 1950 was made and shows 
the following weights of air mail carried: 


Pounds, | Pounds, Pounds, 
Los Angeles | Chicago total 
Segments serving post offices 1, 045, 704 559, 146 | 1, 604, 850 
Shuttle, AMF to post offices ; 7 2, 796, 363 2, 061, 297 4, 857, 660 


Total ; 3, 842, 067 2, 620, 443 6, 462, 510 

















TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


Weights of mail dispatched, November 1950, as compared with November 1949: 


j 
| Pounds, | Pounds, | Pounds, 
| Los Angeles Chicago | total 
November 1949. . - : 5 . oii ai 25 56 137, 879 392, 735 
November 1950- . .-- ; : a sais oe 265, 515 200, 463 465, 978 


Inquiry: ‘“‘What is status of pending applications for helicopter service at 
New York. Show any letters from defense on need for service, etc., advantages 
of this service.”’ 

Answer: Al! procedural steps have been completed with oral argument before 
the CAB on January 9, 1951. The case is now before the Board for decision. 

Attached are copies of letters submitted to the examiner of the CAB by Depart- 
ment of Defense. Other letters are shown on page 2897 of the Congressional 
tecord for Wednesday, March 21, 1951, House proceedings. 

All pilots employed by Helicopter Air Service are ex-service men having flown 
conventional aircraft. Due to similarity of helicopters used by carrier and Armed 
Forces, it is a simple matter to check out as Armed Forces pilots. 

Inquiry: ‘‘Does the Postmaster General, under existing law, have any 
authority to withhold such service from being put into effect once it is certified 
by CAB under the 1938 act?” 

Answer: The requirements for the tender of mail and payment for service per- 
formed are the same for air service by helicopter as for any other air transportation 
certificated by the CAB under the Civil Aeronautics Act of 1938 as amended. 
See sections 405 (g) and 406 of the act. 

If the Postmaster General had authority under existing law to withhold mail 
service and mail pay from air carriers holding certificates of public convenience 
and necessity issued by the CAB, this would give the Postmaster General veto 
power over the actions of the CAB, a quasi-judicial body empowered and directed 
by the Congress in the act of 1938 to encourage and develop civil aeronautics. 
See declaration of policy, section 2 of the act (52 Stat. 980, 49 U.S. C. 402). 


LOS ANGELES AIRWAYS, INC., LOS ANGELES, CALIF. 


Operates 19 round trips between Los Angeles Airport and roof of Terminal 
Annex post office. No service on Sundays, Saturday afternoons, holidays. 
Operates three suburban routes from the Los Angeles Airport, three schedules 
daily except Saturdays, Sundays, and holidays, one schedule Saturday a. m. 
Suburban routes serve 47 communities, 


Calendar year 1950 

fotal mail carried ‘ pounds 792, 067 
fotal mail carried pieces 3, 762, O10 
Letters and cards do 128, 340 
Parcel post - - do , 333. 670 

Estimated postage revenue on mail earried ($0.0723 for letters, 
$1.2968 for parcel post) $9, 869, 263. 15 
Payments for helicopter service $417, 410. 28 
\verage cost per piece of mail carried by helicopter $0. 00366 


HELICOPTER AIR SERVICE, INC., CHICAGO, ILL. 


Operates 18 round trips between Chicago Midway Airport and roof of Chicago 
general post office, daily except Saturdays, Sundays, and holidays, 7 round trips 
Saturdays and holidays. 

Operates three suburban routes, three round trips daily except Saturdays, 
Sundays, and holidays, one round trip Saturday a. m., serving 51 suburban com 
munities, 

Calendar year 1950 
Total mail carried pounds 2, 620, 451 
Cotal mail carried sad pieces 8, 613, 530 
Letters and cards____ ete, do 7, 691, 920 
Parcel post. _ - - - - ete Se hie do 921, 610 
Kstimated postage revenue on mail carried $6, 820, 002. 98 
Payments for helicopter service $371, 473. 87 
\verage cost per piece of mail carried by helicopter $0. 00472 
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HELICOPTER SERVICE, LOS ANGELES 


1. Los Angeles Airways, Inc., was granted a certificate of public convenience 
and necessity by the Civil Aeronautics Board on May 20, 1947, authorizing the 
transportation of mail and property for a period of 3 years in the. Los Angeles 
metropolitan area. While the act of 1938 does not authorize the Civil Aeronautics 
Board to specify the type of aircraft to be used, the nature of the service to be per- 
formed and the numerous points to be served restricted the actual operation to 
rotary-wing aircraft. 

2. This service was inaugurated on October 1, 1947, and now serves 47 com- 
munities on 3 routes in addition to shuttle service between the Los Angeles Mu- 
nicipal Airport and the roof of the Terminal Annex post office in downtown Los 
Angeles. From October 1, 1947, through July 31, 1950, the helicopters trans- 
ported approximately 9,700,000 pounds of air mail. Payments to the carrier, 
same period, amounted to $1,096,244.95. The 3 suburban routes carry approxi- 
mately 44,000 pieces of air mail per day to and from the 45 communities. The 
shuttle route from the airport to the Los Angeles post office carries approximately 
304,000 pounds a month or over 11,000 pounds a day. 

3. The 3-year temporary certificate expired on September 30, 1950, and the 
carrier is now operating pursuant to provisions of the Administrative Procedures 
Act pending determination of the Civil Aeronautics Board on the carrier’s applica- 
tion for renewal for 5 years and authority to carry passengers. 

4. Hearing on the application for renewal has been conducted by an examiner of 
the Civil Aeronautics Board, but as yet the examiner has not issued his report and 
recommendations. At the hearing, the Department submitted detailed exhibits 
relative to volume of mail carried, percent of mail expedited, and cost of the serv- 
ice. (Did not oppose renewal of certificate, but urged carriage of passengers.) 

5. A modern heliport has been constructed on the roof of the new fourth floor 
of the Los Angeles Terminal Annex. 


HELICOPTER SERVICE, CHICAGO 


1. On November 24, 1948, the Civil Aeronautics Board awarded Helicopter 
Air Service, Inc., a certificate of public convenience and necessity authorizing the 
carriage of mail and property for a period of 5 years in the Chicago area. This 
service was inaugurated on August 20, 1949, and now serves 51 communities on 
3 suburban routes in addition to the shuttle route between the Chicago Midway 
Airport and the roof of the Chicago main post office. 

2. During the fiscal year 1950, the shuttle route carried 1,504,620 pounds and 
the three suburban segments carried 317,272 pounds. Bell helicopters having a 
capacity of approximately 400 pounds are used. 


(Norrt.—Under exemption orders of the Civil Aeronautics Board, the Depart- 
ment controls schedules, points to be served, and route pattern of both Los Angeles 
and Chicago service.) 


New York City AREA HewicoprerR Service Case Docket No. 946, BT AL. 
RésumMk oF Service PrRoposED AND PROCEDURAL DEVELOPMENTS TO DarTE, 
Wirn Particutar REFERENCE To ParTICIPATION OF THE Post OFFICE 
DEPARTMENT 


This case concerned proposals for the establishment of scheduled air trans- 
portation service by helicopter in the metropolitan area of New York City. 

Prehearing Conference.—Held in Washington, D. C., on March 21, 1949. 

Hearing.—February 6-17, 1950, at New York, N. Y., February 20-24, 1950, 
at Washington, D. C., Mareh 9-13, 1950, at Washington, D. C. 

Applicants.—Ten applications were consolidated into the proceeding but only 
three applicants appeared to support their eases, viz: 


Metropolitan Air Commuting, Inc.: 
Proposed to operate— 
(a) A service between La Guardia Field, Idlewild Airport, and Newark 
Airport for the transportation of persons, property, and mail. 
(b) Shuttle service between the three airports and a heliport on the roof 
of the New York general post office or a point adjacent thereto, 
and the Brooklyn post office, primarily as a mail service. 
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The applicant further proposed two alternate plans of operation involving 
either— 

(1) Five cloverleaf segments radiating from the airports designed 
primarily for mail service. 

(2) Seven radial (linear) segments radiating from the airports to sub- 
urban communities primarily intended for passenger service. 

New York Airways, Inc.: 
Proposed to operate 

(a) A shuttle service between La Guardia Field, Idlewild Airport, and 
Newark Airport. 

(b) A shuttle service between those airports and a heliport on the roof 
of the New York general post office or a point adjacent thereto. 

(c) In conjunction with the foregoing to operate four clover-leaf seg- 
ments from La Guardia and Newark Airports to serve various 
suburban communities. 

Island Air Ferries, Inc.: 
Proposed to operate 

(a) A service between Manhattan Island, on the one hand, and La 
Guardia Field, Idlewild Airport, Newark Airport, Bendix Airport 
(Teterboro, N. J.), and Westchester County Airport. 

(b) Between the various aforesaid airports. 

(c) Such other additional service as the Civil Aeronauties Board might 
deem advantages between Manhattan and suburban towns in 
the metropolitan area. 

April 24, 1950.—Brief to the examiner filed by Post Office Department. 
October 30, 1950.—CAB examiner’s report served which recommended: 

(1) Issuance of temporary certificate to New York Airways, Inc., author- 
izing scheduled air transportation by helicopter of property and mail in the 
metropolitan area of New York for a period of 5 years. 

(2) A temporary exemption for New York Airways, Inc., from section 
401 (a) of the Civil Aeronautics Act to permit the carrier to serve any point 
located within a distance of 50 miles from LaGuardia and Newark Airports. 

(3) Issuance of temporary certificate to New York Airways, Inc., authoriz- 
ing air transportation of persons, property, and mail between LaGuardia, 
International (Idlewild), and Newark Airports for a period of 5 years. 

November 22, 1950.—Exceptions to examiner’s report filed by Post Office De- 
partment. 

January 2, 1951.—Letter forwarded to Civil Aeronautics Board by Post Office 
Department in lieu of brief. 

January 9, 1951.—Oral argument before the Civil Aeronautics Board with 
Post Office Department participating through counsel. 

Final decision has not been announced to date by the Civil Aeronautics Board 


LeTTerR IN LigEv oF BRIEF 


Post Orrice DEPARTMENT, 
OFFICE OF THE SOLICITOR, 
Washington 865, D. C.., January 2 1951. 
Re: New York area helicopter case, Docket 946 et al. 
Civir AFRONAUTICS Boarp, 
Washington, D. C. 

GENTLEMEN: On April 24, 1950, there was filed with Examiner Ferdinand D, 
Moran a brief on behalf of the Postmaster General in connection with the above 
case. That brief deals extensively with the evidence of record in this proceeding, 
and insofar as it argues that evidence it is desired that it be considered as the 
Department’s brief to the Board in support of the exception taken to the examiner’s 
findings and recommendations. 

The applicants in this proceeding have proposed various routes for operating 
helicopter services in the New York area. At the prehearing conference, the then 
\ssistant Postmaster General advised the examiner that the Department would 
have to assume a position of opposition to the proposals of these applicants and 
that the then available factual data for the New York area quite clearly indicated 
that there was no route pattern which the Department felt should be proposed by 
it for this area, Participation by the Department, therefore, has been confined 
to presenting its views concerning the proposals of the applicants and the postal 
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benefit to accrue therefrom. . Disregarding the question of expense, the service 
proposed would to some extent serve the postal needs. While the Department 
has made no effort to present to the Board the route pattern and schedule best 
calculated to serve postal needs, appropriate action of that character will be taken 
by this Department if a certificate is granted. 

From the postal viewpoint alone, the certifications sought herein and the 
certificates recommended by the examiner would impose an expense upon the 
Department which is not commensurate with the benefits which might. be expected 
The brief to the examiner, it is respectfully submitted, adequately argues this 
point. The Department believes that in arriving at his conclusions herein the 
examiner did not accord to the Department’s evidence the weight to which the 
Board has several times said it is entitled. Particularly is this true with his 
finding that the certificates recommended by him are required not only by the 
national defense and commerce but by the postal service as well. Again the 
Board’s attention is directed to the brief filed with the examiner prior to service 
of the examiner’s report. 

Should the Board in this proceeding, however, find that objectives other than 
the postal service require the certification of an experimental service in the New 
York area, the Department would, of course, cooperate with the Board and the 
certificated carrier to the end that maximum benefits will be obtained not. onl, 
by the postal service but by commerce and the national defense. In this connec- 
tion it should be noted that while the examiner in his report deals with the thought 
of providing flexibility of route structure so as to meet postal needs, through the 
medium of an exemption order, his ultimate recommendations contain no such 
provision. 

It is respectfully submitted that should the Board decide that a certificate is 
warranted in this area that the exemption procedures followed in the Los Angeles 
and Chicago area cases be adopted. It is believed that the carrier and the Depart- 
ment, insofar as the mail route is concerned, can and will, in the event of issuance 
of a certificate and an appropriate exemption order, work out that route which 
will prove to be most advantageous to the Government. 

Attention is also directed to the examiner’s recommendations for two certificates, 
one authorizing an interairport passenger, property, and mail service, and the 
other authorizing a mail and property service serving Manhattan, the airports, and 
the suburban communities. Such a dual certification appears to be without 
precedent, may possibly entail complications in matters relating to mail pay, and 
would appear to be unnecessary for the reason that a certificate for interairport 
passenger, property, and mail service, issued in conjunetion with an exemption 
order allowing a mail service to be operated under departmental control to points 
within 50 miles, would adequately accomplish the objectives sought by the exam- 
iner without the mail-pay problems which may be involved in the recommended 
dual certification. 

Very truly yours, 
Frank J. Devany, Solicitor. 


Arr CoorRDINATING COMMITTEE, 
Washington 25, D. C., February 20, 1961. 
Hon. Joun M. Repprna, 
Assistant Postmaster General, Washington 25, D. C. 

Dear Mr. Repprna: In reply to your inquiry as to the present status of the 
Air Coordinating Committee’s Report on Federal Helicopter Policy, we are 
pleased to submit the following information: 

In accordance with the Post Office Department letter of December 13, 1950, 
the ACC issued ACC 110 of December 29, 1950, a copy of which is attached as 
appendix A. This paper established an interdepartmental working group com- 
posed of the Department of Commerce, Air Force, and Navy and requested this 
group to draft a report containing recommendations as to future Federal support 
and encouragement of helicopter development. 

The working group is now well under way on its task. A copy of the draft out- 
line of the working group’s report, dated February 1, 1951, is attached as 
appendix B, 

Also attached, as appendix C, is a copy of a detailed questionnaire dated 
February 15, 1951, which has been sent to the helicopter manufacturers who are 
members of the helicopter council, Aircraft Industries Association of America. 
The chairman of the working group is visiting three of the leading manufacturers 
during the week of February 19, 1951, in connection with this questionnaire. 
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Although work has not progressed to the point where final conclusions and 
recommendations can be stated, it appears that the commercial helicopter opera- 
tions which have been inaugurated and largely supported through mail pay have 
provided substantial benefits to the military services. They have provided 
valuable data and experience in connection with the problems encountered in 
attaining a high hourly utilization of helicopter aircraft. They have provided 
a reservoir of highly trained helicopter pilots and facilities which are now being 
employed to train military helicopter pilots. They have pioneered in the develop- 
ment of suitable instruments and techniques for night and instrument flying 
which are now being adopted for military helicopter operations. As a result, 
the helicopter programs of the military services have been very materially 
advanced. 

Conversely, it appears that the large current military expenditures for transport 
type helicopter development and procurement will be of substantial benefit to 
the commercial helicopter operators in speeding the development and availability 
of types of helicopters which will make possible a more efficient and economical 
commercial operation. 

We are hoping for a first draft of the working group’s report within the next 
30 days. If there is any further information you require, please let us know. 

Sincerely yours, 
D. W. REeNTzEL, Chairman. 


APPENDIX A 


ACC 110—FormMvuLATION or A Poticy Witra Respect To GoveERNMENT Par- 
TICIPATION IN THE DEVELOPMENT OF HeELICOpTsR Type ATRcRAFI 


(Presented by secretary, Economic Division) 


The Post Office Department has requested the Air Coordinating Committee 
to undertake a study of rotary wing aircraft to determine whether the Federal 
Government should continue its support and encouragement of the development 
thereof and, if so, to what extent and in what manner. This study should, among 
other things, take into consideration developments made in the helicopter field 
during the past few years, contributions such aircraft have made and are making 
to the national defense, their use in the civilian economy other than carrying the 
mails, and the prospects for helicopters of a type larger than those now being 
used in certificated services. 

The post office has indicated its familiarity with the two presently certificated 
helicopter mail operations and does not wish the ACC to make a study of these 
other than as they may be iacidentally involved in a consideration of the prospects 
for larger type equipment. 

This matter is referred to the Department of Commerce (chairman), Air 
Force, and Navy as a working group of the Economic Division for the prepara- 
tion of a draft position. Other member agencies desiring representation on the 
working group should advise the secretariat. 

It is suggested that the helicopter council of the Aircraft Industries Associa- 
tion be invited to participate in the development of this subject since they will 
undoubtedly be able to furnish data of material assistance. 


ApPpENDIXx B 
Drart OvuTruINnE or ACC Transport HELicoprerR Stupy 


Purpose of study: 

A. To determine whether the Federal Government should continue its 
support and encouragement of commercial transport type heli- 
copter development, and 

B. If so, to what extent and in what manner 

Transport type helicopters in service today ! (prefaced by brief reference to 
Helicopter evolution in last 10 years): 
A. General characteristics, including limitations 
B. Uses 


' For the purposes of this study, transport type helicopters are tentatively defined as those with a maximum 
passenger capacity of 8 or above. In terms of helicopters in service or under development in this country 
this represents a gross weight of 6,600 pounds or above. 
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III. Transport type helicopters under development 
A. General discussion of performance and payloads being sought by— 
1. Military 
2. Civil, including foreign 
B. Discussion of application of turbine and jet power to transport type 
helicopters 
IV. Tomorrow’s commercial transport type helicopters: 
A. Commercial adaptation of military transport type helicopters now 
in service or under development: 
1. Economie characteristics 
2. Comparison of economic and performance characteristics 
with— 
(a) present helicopters used in metropolitan air mail 
services 
(b) short-haul fixed-wing aircraft used in local service 
operations * 
B. Long-range prospects, including convertoplanes 
V. Present Federal support: 
A. Civil agencies: 
1. Post Office Department 
2. CAB 
3. CAA 
4. NACA 
5. Other 
B. Military agencies: 
1. Air Force 
2. Army 
3. Navy 
4. Coast Guard 
5. Marine Corps 
VI. Recommendations for future Federal support: 
A. Civil agencies 
B. Military agencies 





APPENDIX C 
TRANSPORT HELICOPTER QUESTIONNAIRE 
(Air coordinating committee helicopter working group, economic division) 


Notrr.:—The information received in response to this questionnaire will be 
treated on a confidential basis. The ACC Helicopter Report will contain no 
reference to specific models or manufacturers. 

1. For each transport type helicopter * currently in production, under develop- 
ment or on the drawing boards, which you believe to have commercial airline 
possibilities, please supply the following data: 

(a) General characteristics of commercial version: 

1. Configuration.‘ 


2. Gross weight. 

3. Number of engines and horsepower. 

4. Cruising speed. 

5. Block speed, at 65-mile and 15-mile block distances. 
6. Range versus payload. 

7. Maximum passenger capacity. 

8. Fuel consumption per ton-mile for— 


(A) 65-mile block distance over 150-mile range with appro- 
priate reserves. 
(B) 15-mile block distance over 100-mile range with appro- 
priate reserves. 
9. Suitability for all-weather operations in terms of instrumentation 
and anti-icing provisions. 
2 Recognition will be accorded such indirect economic advantages offered by the helicopter as close-in 
landing areas, savings in airport costs, etc. 
8 For the purpose of this study, transport type helicopters are defined as those with a maximum passenger 
capacity of eight or above. ’ 
‘A picture suitable for reproduction in the report would be appreciated. 
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(a) General characteristics of commercial version—Continued 

10. Direct operating cost per mile based upon ATA formula as re- 
vised to July, 1949, using what you consider appropriate devia- 
tions therefrom and reasonable assumptions regarding percent- 
ages of spares, depreciation periods, etc. Assume 2,000 hours 
annual utilization. Assume alternative block distances of 65 
and 15 miles over ranges of 150 and 100 miles, respectively. 
(Please supply work sheets). 

(b) Do you expect to seek CAA type certification? If so, how long do you 
estimate would be required for certification? 

(c) If the helicopter is single-engined, do you plan a twin-engine version as well? 

2. What are your thoughts regarding the relative degree of safety of single 
versus multiengine transport type helicopters for commercial passenger service? 
3. What are your thoughts regarding the application of (a) turbine or (b) jet 
power to transport type helicopters? What specific advantages would each type 
offer as against reciprocating-engine helicopters? 

4, Aside from the question of power, what advances in the art do you foresee 
during the next 10 years? In this connection, what are your views on the pros- 
pects for the convertiplane or for some compromise between the helicopter and 
the convertiplane? 

5. What specific recommendations would you make regarding future Federal 
support of transport type helicopter development? Specifically, what in your 
opinion could CAB, Post Office Department, CAA, NACA, and the military 
agencies do to accelerate the use of transport type helicopters in commercial air 
carrier service? 


THe Deputy SECRETARY OF DEFENSE, 
Washington 25, D. C., December 16, 1949. 
Mr. V. Rock GRUNDMAN, 
Public Counsel, Civil Aeronautics Board, Washington 25, D. C. 


Dear Mr. GrunpMAN: In accordance with your request of October 24, I am 
pleased to attach the comments of the Departments of the Army, Navy, and 
Air Force and of the Research and Development Board on the New York Area 
Helicopter Service case, Docket No. 946, et al. As you will note, the expansion 
of commercial helicopter operation is of interest to these components of the 
Department of Defense. Civil helicopter operations can be an important supple- 
ment to military operations and to current military research on this type of 
aircraft. 

Sincerely yours, 
STEPHEN Earty. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., December 1, 1949. 
Memorandum for the Deputy Secretary of Defense. 
Subject: New York Area Helicopter Service Case, Docket No. 946, et al., of the 
Civil Aeronautics Board. 

1. The Department of the Army is vitally interested in fully exploiting the 
military capabilities and application of rotary wing aircraft. This relatively 
new field of aeronautics is believed to have a definite future in connection with 
ground operations by assisting and expediting the advance of the ground gaining 
arms. 

2. The Department of the Army requirements for rotary wing aircraft fall 
generally in two categories, i. e., those types organic with the tactical and service 
units of the Army as authorized by the National Security Act of 1947, Public 
Law 253, Eightieth Congress, and Joint Army and Air Force Regulations No. 
5-10-1, and those types, organic to the Department of the Air Force, which are 
required to support combat operations of the Department of the Army. 

3. Department of the Army organic utilization of small, highly maneuverable, 
and easily maintained helicopters includes such missions as the maintaining of 
aerial surveillance of enemy forward areas for the purpose of locating appropriate 
targets, adjusting artillery, rockets and guided missiles, short-range aerial. recon- 
naissance, courier, and emergency front-line aerial evacuation. Requirements 
for tactical air support’ type helicopters employed by the Air Force in support 
of the Army include large, medium-range, troop transport type helicopters and 
short-range, heavy lift, flving crane type helicopters to facilitate the air movement 
of combat troops and material over impassable terrain, void of large prepared 
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airstrips. In addition, their capability of operation in defilade and during periods 
of relatively poor visibility and low ceilings make them highly suitable for arctic, 
jungle, and mountainous warfare. 

4. The expanding application and utilization of rotary-wing aircraft by agen- 
cies outside the Department of Defense will considerably aid the service in the 
development of this new field for military purposes since, in many cases, this 
civilian utilization is quite similar to military application as opposed to military 
requirements for fighter and bomber-type aircraft having no civilian counter- 
parts. Accordingly, the demand of civilian operators that they have increasingly 
better performance, lower initial cost, lower maintenance and operating costs 
will greatly stimulate the helicopter industry to strive for better design, better 
performance, improved manufacturing, production and distribution capabilities 
and, in general, to improve the utility of its product thereby assisting the services 
by furthering developments in this field at less research and development cost to 
the Government. 

5. This stimulus will be of particular assistance to the Department of the Army 
in view of the fact that in general, the size, weight-carrving capabilities and types 
of helicopters that would normally be employed in such an endeavor as this are 
comparable to those employed organically by the Department of the Army. In 
addition, the experience gained and statistics compiled by such an endeavor in 
the transportation of cargo and personnel, the rapid movement of ambulatory 
patients and utilization as a communications medium will be of great value in 
supplementing Army experience with this type aircraft for similar missions under 
combat conditions. 

Joun W. Marryn, 
Administrative Assistant. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, November 30, 1949. 
From: The Secretary of the Navy. 
To: The Secretary of Defense. 
Subject: New York Area Helicopter Service case, Docket No. 946, et al., of the 
Civil Aeronautics Board. 

1. With reference to your memorandum of November 9, 1949, in regard to 
New York Helicopter Service case, Docket No. 946, et al., of the Civil Aero- 
nautics Board, I wish to state that the Navy is greatly interested in further 
development of rotary wing type aircraft. The superiority of the helicopter for 
many naval uses has been amply demonstrated by actual fleet operations. 

2. Despite the rapid progress attained to date there still remains a great deal 
of research and development work to be accomplished before the helicopter can 
be considered entirely satisfactory as a service type. Although the Navy will 
have to continue its own prototype developments due to design limitations 
peculiar to shipboard operations, any expansion of the helicopter industry through 
commercial operations will greatly accelerate the development of the helicopter. 
In addition, quantity production of helicopters because of increased commercial 
operations will reflect itself in lower costs to the Government of this type of air- 
craft and would provide an industry which could be more easily expanded in 
times of emergency. 

3. I feel that helicopter service in the New York City metropolitan area 
demonstrates progressive, forward planning. The establishment of helicopter 
services will give impetus to the helicopter industry in general and therefore, will 
be of great value to the Navy. 

4. Commander C. E. Houston, USN, will be available to serve as a witness§ 
if his presence is so desire i, to sponsor the above statement. 

Dan A. KIMBALL, 
Under Secretary of the Navy. 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, November 28, 1949. 
Memorandum for the Deputy Secretary of Defense. 
Subject: New York Area Helicopter Service case, Docket No. 946, et al., of the 

Civil Aeronauties Board. 

Reference is made to memorandum from Executive Secretary, Office of the 
Secretary of Defense, dated November 9, 1949, subject as above, with attached 
letter from Mr. V. Rock Grundman, public counsel, Civil Aeronautics Board. 

The Air Force wishes to reaffirm its position with reference to commercial 
operation of helicopters as stated in a letter to Mr. Frank J. Delaney of the 
Post Office Department on July 11, 1947, and also Under Secretary Barrow’s 
letter of October 11, 1948 (copies attached). 

It is not believed that the helicopter is being fully exploited from a commercial 
standpoint. The main reason for this is the high initial cost of the aircraft 
coupled with relatively high maintenance cost. ‘The use of more helicopters in 
commercial operations would tend to reduce these factors, accelerate the develop- 
ment of this type aircraft, and give to industry a greater incentive to develop 

ore advanced designs. Extensive commercial use of helicopters would improve 
ying techniques and lead to the development of suitable instruments for blind 
lying. ‘The high cost of helicopters would undoubtedly be reduced with more of 
this type of aircraft in operation. 

It is considered that the increased facilities made available by the employment 
of helicopter air transport in large cities would most certainly increase the defense 
potential. Information reaching this office indicates that the helicopter mail 
service in the Los Angeles area has been very successful. With more advanced 
tvpe helicopters currently under development, the efficieney of commercial 
operation will increase. 

The Department of the Air Force strongly recommends that favorable consid- 
ration be given to approving the New York Area Helicopter Service case, Docket 
No. 946. 
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Haroup C. Stuart. 


HEADQUARTERS, ArMy AIR FoRCEs, 
Washington, July 11, 1947. 
Mr. FranK J. DELANEY, 
Solicitor, Post Office Department, 
Washington 25, D. C. 

Dear Mr. Devaney: This is in reply to your letter of July 2, 1947, concerning 
benefit to the national defense from the use of helicopters by the Post Office 
Department in its air-mail operations. 

The helicopter is a comparative newcomer in the aircraft field and its full 
military significance has not yet been fuily exploited. However, although the 
first Ameriean helicopter flew in 1940, its usefulness to the Armed Forces has 
progressed tremendously in the short span since that time. 

The helicopter is unsurpassed as a rescue vehicle. It is presently being tested 
by the Army Ground Forces for air observation purposes, as a general utility 
aircraft, and is being investigated as a possible airborne assault vehicle. These 
are the prime military applications to date; however, there are many other 
miscellaneous uses, such as the laying of communication lines, laying of pipe- 
lines, radar calibration, mapping, etc. 

It is our feeling that the helicopter has unlimited possibilities. We believe it 
is the vital link necessary to complete the chain between surface and air trans- 
portation. It has the ability to operate from terrain, such as mountains, swamps, 
jungles, or certain places in the Arctic, where other modes of transportation 
would be difficult or impossible. These characteristics make it indispensable 
in certain aspects of military operations. 

However, despite its proven present value, many years of research and develop- 
ment will be required before the helicopter is perfected and its possibilities 
effectively realized. Practical budget limitations of the Armed Forces neces- 
sarily limit funds which can be expended for research and engineering on heli- 
copter aireraft. It is vital to us that profitable commercial and civil applica- 
tions be exploited in order that unit costs may be reduced to the lowest possible 
level, 

The Air Forces has followed the experiments of the Post. Office Department with 
keen interest. It seems to us that you have been wise in making early application 
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of the potentialities of the helicopter to solve your problem of attaining the world’s 
most efficient air-mail service. You have administered your experiments in a 
most impressive manner and we feel that you have effeciively demonstrated the 
value of the helicopter to your activity. We believe that it is undoubtedly a most 
substantial contribution and that in the end it will contribute to the national 
defense in lending support to our vital aircraft indusiry. 
Sincerely yours, 
Bryant L. BoatNneEr, 
Brigadier General, 
United States Army, Deputy Chief of Air Staff. 


Ocroser 11, 1948. 
Re: Chicago Helicopter Service case, CAB Docket No, 2384, et al. 
Hon. Josern J. O'CONNELL, 
Chairman, Civil Aeronautics Board, 
Washingion 25, D. C. 

Dear Mr. O’ConNELL: It has come to the attention of the Department of the 
Air Force that the Chicago Helicopter Service case has been delayed in order to 
permit the Post Office Department to develop some additional data concerning 
truck costs. At the time of the hearing in this proceeding held in Chicago in 
September 1947, the Air Force took an active interest in supporting the develop- 
ment of the helicopter through the issuance of a certificate by the Civil Aeronautics 
Board. A letter to this effect, dated August 13, 1947, to Frank Delaney, Solicitor, 
Post Office Department, from Brig. Gen. B. L. Boatner, Deputy Chief of Air 
Siaff, and a letter dated August 25, 1947, to the Postmaster General from Kenneth 
C. Royall, then Secretary of War, endorsing and adopting General Boatner’s 
letter, were submitted to the Post Office Department. I understand that a copy 
of each of these letters is in the record as a part of the exhibits submitted by the 
Post Office Department; but for your convenience, I am enclosing a copy of each 
of them. 

In order that you may have the current position of the Department of the Air 
Force in this matter, the Department desires to express its active interest in heli- 
copter development from the national defense point of view. In this connection 
the Department reaffirms the views expressed on behalf of the Departmeni’s 
predecessor, the Army Air Forces, that it is vital to us that commercial and civil 
development of the helicopter be exploited. 

Sincerely yours, 
A. 8. Barrows, 
Under Secretary of the Air Force. 


RESEARCH AND DEVELOPMENT Boarp, 
Washington 25, D. C., November 21, 1949. 


Memorandum for the Executive Secretary, Office of the Secretary of Defense. 

Subject: New York Area Helicopter Service case, Docket No. 946, et al., of the 
Civil Aeronautics Board. 

Reference: (a) Memorandum for the Departments and the Research and Develop- 
ment Board from the Executive Secretary, Office of the Secretary of Defense, 
dated November 9, 1949 
1. Your memorandum of November 9, 1949, was referred to the committee on 

aeronautics of the Board. Comments contained herein are based upon the opin- 

ion of the Secretariat of that committee, but have not been referred to the com- 
mittee for formal action. 

2. The RDB is interested in the subject case, particularly with respect to its 
possible effect upon the progress of research and development on helicopters. 
Exploitation of helicopters for commercial use would have desirable effects on the 
over-all helicopter research and development program. An expanded helicoptc 
transport industry will materially benefit the Department of Defense, and will 
promote a healthier industry. There will be a tendency toward greater research 
and development support by private capital. A general improvement in en- 
gineering designs and techniques will result. Production processes will become 
more economical. Solution of such critical problems as stability and control, 
all-weather operations, etc., will be given greater impetus. A stronger, larger 
nucleus of trained pilots, maintenance crews, research, development and produc- 
tion facilities will result. It appears that the helicopter suitable for commercial 
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use will also be suitable, with minor modifications, for application to certain 
operational requirements of the Department of Defense. 

3. The Department of Defense is currently supporting the helicopter research 
and development program with both research and development and production 
funds. The present helicopter program has been reduced, due to the lack of 
funds, to a level below what is considered the minimum desirable program. This 
situation is true, despite the fact that a certain amount of research and develop- 
ment in rotary wing aircraft design and components is being supported by the 
aircraft industry. Information regarding the helicopter production program indi- 
cates that the quantity of this type of aircraft will be below the quantity necessary 
to meet projected operational requirements in the event of an emergency. An ex- 
pansion of the helicopter transport industry will tend to make available more 
private capital for the support of research and development and will make avail- 
able helicopters and crews to alleviate anticipated shortages in the event of an 
emergency. 

4, The Board does not believe it desirable to supply any witnesses for testifying 
in this case. It is believed more appropriate that personnel with operating ex- 
perience from the departments be made available in case the Department of 
Defense wishes to supply witnesses for testifying in this case. 

R. F. Rinewart, Acting Chairman. 


1952 REVENUES, OBLIGATIONS, AND DEFICIT 
(See table, p. 574) 


Mr. Burke. | suppose we might revert to the 1952 estimate of 
revenue and total obligations. 

The revised estimate includes $300,000 of the supplemental that 
was transmitted in Senate Document No. 18, which makes the rev- 
enue estimate unchanged, as originally submitted, as $1,839,500,000. 
The total obligations are $2,365,183,000. Less reimbursements of 
$4,009,000, gives net postal obligations of $2,361,174,000. 

The estimated postal deficit for 1952 is $521,674,000. This does 
not include increased railway mail pay pending before the Interstate 
Commerce Commission. 

That postal deficit of $521,674,000, if the Interstate Commerce Com- 
mission approves the Postmaster General’s petition for a reformation 
of the rates on fourth-class mail, and if the Congress approves the 
Postmaster General’s recommendations for increases in rates on other 
classes of mail, will total $271,320,000, and it would reduce the postal 
deficit, based on estimated volume, to $250,354,000. 

Senator Kitcore. Is there any way of wiping out the postal deficit? 


PART OF DEFICIT IN PUBLIC INTEREST 


Mr. Burke. All of it should not be wiped out. There is about 
$160,000,000 of the postal expenditures that are definitely in the 
public interest. 

Senator Kitcore. By that you mean the franking privilege? 

Mr. Burke. There are several items included in it, Senator. T can 
tell you just what they are. There are items included in the postal 
obligations that are definitely items that, at least as it appears to us 
and as it appears to the Postmaster General, and as approved by the 
President, should be recognized as items that should be paid by the 
taxpayers out of general taxation, rather than be placed as a burden 
to be carried by the users of the mails. These are the items: 

The estimated amount of postage whieh would have been collected 
on matter mailed during the vear—and this applies to the fiscal vear 
1950—-by officers of the Government other than the Post Office 
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Department, under the penalty privilege. That amounts to $81,000. - 
000, if we have collected the postage from the Government Depart - 
ments. 

There is the estimated amount of postage which would have been 
collected on the franked mail which is the mail for the Members o/ 
Congress, $1,500,000. 

There is next the cost of handling free-in-county second-class 
publications, $12,000,000. 

Next is the cost of handling free mail for the blind, $400,000. 

There is the cost, in excess of revenue, for handling publications of » 
professional, religious, and educational nature, which have specia| 
privileges under the law, $13,500,000. 

Next is the cost of miscellaneous nonpostal items, such as servic 
performed for the Civil Service Commission in the handling of th: 
examinations around the country, representing them, selling docu- 
mentary stamps and migratory bird stamps, $3,000,000. 

Then there is the estimated subsidy to the operators of domestic ani 
foreign airlines—actual amount unknown, but estimated at $50, 
000,000. 

Those items make a total of $161,400,000. The Postmaster Genera! 
has recommended, with the approval of the President, that in round 
figures, $160,000,000 of the postal deficit be considered as a deficit that 
can properly be charged to general taxation. The remainder of the 
deficit, which is a subsidy to the users of the several classes of mail 
should be recovered by an increase in postage rates. 


AMOUNT OF AIR-MAIL SUBSIDY 


Senator Jounston. How much did you give there as a figure for the 
air-mail subsidy? 

Mr. Burke. The air-mail subsidy was $50,000,000. 

Senator Kincore. Don’t you think that it would be much better i! 
that item were carried as a straight subsidv? 

Mr. Burke. Oh, definitely, Senator. The Postmaster General bas 
thoroughly approved the bill that is now before the Senate, that is 
now being considered by the Senate’s Interstate and Foreign Com- 
merce Committee. It is felt that whatever subsidy there is for air 
mail should be earmarked as a subsidy and that a separate appropria- 
tion should be made by Congress to pay it. In the old days, the Pos' 
Office Department carried a ship subsidy. Now that has been 
eliminated, and those appropriations are made to the Department 0! 
Commerce and are handled separately and apart from our postal 
business. We strongly advocate that. 

Senator Kitcgorr. Do vou have any rail subsidies? 

Mr. Burks. Not that I know of; we have no definite subsidies. 

Senator Kircors. How do your rail mail rates compare with those, 
say, in Canada? 

Mr. Burke. I don’t know. Do you, Mr. Redding? 

Mr. Reppina. No; I can’t answer that. They have a nationalized 
railroad system. 

Senator Kincore. We pay our railroads much in excess of what tlhe 
railroads are paid in Canada. 

Mr. Reppina. Their railroads are nationalized, and that changes 
the situation to some extent. 
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Senator Ecron. It seems to me that this payment to the airlines 
should be segregated. It does not seem fair to me to include that in 
your expenses and charge the postal system with a deficit on account 
of that. 

Mr. Burke. We fully agree with you on that. That subsidy 
should be lifted out of the post-office expenditures. We hope that as a 
result of the bill that is now pending before the Senate, a solution will 
be worked out of that problem, so that the subsidy can be identified 
as such and the appropriation can be made direct to the Civil Aero- 
nautics’ Board and we will not be involved in that payment at all. 
We would strongly advocate that, but we have no way of determining 
the actual amount of the subsidy. 

Senator Kitgore. In the last session, the Appropriations Committee 
approved and there was passed through the House money to audit 
the airlines to determine the exact amount of the subsidy of opera- 
tional costs. Of course, no results came from that. 

Mr. Burke. No; that is very actively considered in every session 
of Congress. The Postmaster General has repeatedly strongly advo- 
cated that in some way the air-mail subsidy be determined and that 
it be taken out of the postal expenses. 

Senator Ecron. And the amount borne by the public would be 
cut down. 

Mr. Burke. It would be cut down to $110,000,000. That would 
be $50,000,000 of income that we do not now. have. Our postal 
volume is increasing at such a rapid rate that it wouldn't be particularly 
unfortunate if we had to give up that $50,000,000. 

Senator Ecron. And, then if you cut out some of that freight 
business, that would help a little too, would it not? 

Mr. Burke. It would help a lot. We were not set up as a freight- 
carrying agency. Although parcel post was established in 1913, we 
have not up to this time acquired building plant facilities that enable 
us to carry this freight with ease. We carry it in passenger trains, too. 

Senator Ecron. | think we are all in sympathy with the parcel-post 
system. We recognize that it fulfills a need that probably could not 
be fulfilled in any “other way, but there is no use denying that it has 
been taken advantage of. 

Mr. Burke. That is right. 


PARCEL POST CONGESTION 


Senator Ecron. I think, according to your own testimony today, 
the increased volume and the increased size of packages as well as the 
increased weight, has placed a burden upon the postal system that, 
I think, it is not justified in carrying. 

Mr. Burke. I agree with you, Senator. I think the parcel post-has 
created such a congestion in the postal service that we are just burst- 
ing at the seams every day. 

Senator Ecron. If you keep on expanding, you are going to have 
warehouses, and you are going to have trucks and you are going to 
have an army of strong-arm men to handle all that stuff. 

Mr. Burke. That is right. We already have some of those things. 
It is one of our great problems, particularly in our big cities. The 
railroads —and I think Mr. Redding will agree in this—do not have 
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facilities in the big centers to handle this tremendous volume of parcel 
post. That creates congestion everywhere. 

Senator Kiicorer. In other words, it doesn’t fit in with your normal 
postal package system at all. 

Mr, Burke. That is rigit. Particularly these large heavy parcels. 
They are creating a big problem for us. 

I would like to repeat, that we co not have adequate facilities. The 
railroads do not have adequate facilities to handle all this parcel post. 
It results in congestion, in delay, and in backing up of any class of mail. 
It has had an adverse effect on other classes of mail. You just can’t 
operate as efficiently. 

The Postmaster General has said many times—and he said it at a 
meeting of the American Railway Express in Chicago about a year 
ago—that he would be very happy for them to take all of the large 
parcels back and get them out of the postal service. But, as long as 
we are operating ‘the greatest bargain counter in America on trans- 
portation costs, 1 don’t see any re lief in sight. 

Senator Ecron. Well, you cannot blame the shipper or the receiver 
for taking advantage of it? 

Mr. Burke. Not at all. A businessman would be a poor business- 
man if he did not take advantage of it. 

Senator Kinrcore. Is it not a fact, however, that the reason we 
have a Post Office Department is that the old private methods of 
delivery of the mail and the carriage of mail gave such poor results 
that we had to develop a postal department? 

Mr. Burke. Yes; in the interests of security. 

Senator Kircgorer. And that has gradually expanded into an express 
service and about everything else, due to public demand? 

Mr. Burke. That is right. We are trying to keep pace with it. 
I think I can say, in all modesty, that we have done an amazing job. 

Senator Ecron. I think you have, too. 

Mr. Burke. But it does present a lot of difficulties. We are 
trying to overcome them as rapidly as we can. A little later on, 
when you get into other phases of transportation, I am satisfied that 
Mr. Redding can give you an interesting story with respect to the 
trucking of the mails. We are doing everything we know how. We 
are exerting all of our research abilities, and our administrative know- 
how to try to keep going and to provide good service to the people, 
but it is not easy. 

PARTIAL REMEDY 


Now, I don’t say that I object to the use of trains at all, but it does 
cost money. Our great difficulty is that when we try to get that 
money we invoke criticism on the part of people who, for business 
reasons, do not want to pay the increased rates. The No. 1 problem 
in the postal service, Senator, is the necessity for doing away with all 
subsidies, regardless of what kind of a subsidy it is. Let us get them 
out of the postal service, whether it be reduced rates on newspapers 
and on magazines or circulars, or parcel post or postal cards, what- 
ever it is, we should be permitted to colleet what the service costs from 
the people who use the service. If we are permitted to do that, the 
postal service will certainly function with greater ease and more 
efficiency. 
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Senator Kitcore. Of course, you must realize that in certain types 
of mails, such as post cards, Christmas cards and things of that kind, 
you have a situation different from that of parcel post ‘where you deal 
in zones. There is certainly a differentiation between the charges 
based upon zones, the origin zone and the zone of delivery, and the 
case of the penny postal card. It costs a lot more to send a postal 
card from New York to San Francisco than to send one, say, from 
New York to Jersey City. 

Mr. Burke. That is right, Senator. 

Senator Kircore. The administrative work in collecting that differ- 
ence would be more than what it would be worth. 

Mr. Burke. You mean, applying a zone rate to the postal card? 

Senator Kitcore. Yes. 


LOSS ON POSTAL CARDS 


Mr. Burke. We have never advocated that. On the penny postal 
card it costs us about 2.8 cents to produce and render the service, and 
we sell it for a penny. 

The Postmaster General has recommended that that rate be in- 
creased to 2 cents. 

Senator Kitcore. And you would still lose money at that rate, 
would you not? 

Mr. Burke. We would still lose money on that but we would recover 
a part of the $70,000,000 loss that we have in handling postal cards. 

Senator Kitcore. Does the penny post card that you buy and at- 
tach a stamp to represent a smaller loss to the Post Office Department? 

Mr. Burke. It is a very small difference, Senator, because the cost 
of producing the card itself is a very small part of the 2.8 cents. 

Senator Jounsron. Another thing is where you have the double 
post card, one of which is to be returned. 

Mr. Burke. Sometimes you do have the double post card, but each 
one of them is a penny post card. 

Now, some of the advocates for holding the rate at 1 cent on postal 
cards, say that the postal card is the poor man’s means of sending 
love letters. Of course, the fact is that 95 percent of the postal cards 
of the more than four billion postal cards that are sold are sold 
business concerns. They use them for advertising purposes. States 
and cities, public utility companies, use them for billing purposes. 
They are business communications, and not love letters. | think 
most people who write love letters will pay 3 cents for the stamp and 
put those letters in an envelope. 

Senator Jonnston. Even if you would increase the cost of the postal 

card to 2 cents, you would still lose money at the rate of 2.8 cents for 
the cost of handling and producing them. 

Mr. Burke. That is right. But let me say that with a first-class 
rate of 3 cents it isn’t logical for the Post Office Department to recom- 
mend a rate higher than 2 cents for the postal card. 

Senator Kircorr. Now, if you got 2 cents for the postal cards, 
according to this comparison, based on the 1952 volume, you would 
get $46,740,900 additional revenue from post cards? 

Mr. Burke. That is right—out of a $70,000,000 loss. 
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Senator Ecron. I think it would be much easier, Mr. Burke, to 
raise the cost of the postal card to 2 cents if you increased the first- 
class letter rate to 4 cents. You then would get some money. 

Mr. Burke. That is true. But in our recommendations, Senator, 
for increasing postage rates, we were compelled to follow our cost- 
ascertainment results, which do not indicate that we are losing money 
on first-class mail. 

Senator Ecron. I know. But you must remember that the Post 
Office Department was set up originally to take care of first-class 
mail. It is the first-class mail that makes the money and that 
enables you to operate. If you go into a telephone booth and make 
a local call, it costs you a nickel and in some places it costs you a 
dime. What would be 4 cents to send a letter clear across the United 
States? 

Mr. Burks. It wouldn’t be exorbitant. There is no question 
about that. 

Senator Ecron. It certainly would not. 

Senator Jonnston. Another thing is that you give preferential 
treatment to first-class mail. There is no question about that. 
When you figure out your cost estimates, you do not take that into 
consideration. I believe that was brought out. 


EXCESS OF REVENUE ON FIRST-CLASS MAIL 


Senator Krrgorn. Under the general policy of the law, you run into 
this snag: You have an excess of revenue on first-class mail now of 
about $80,000,000. Wouldn’t you have difficulty if you were to try 
to increase the rates on first-class mail? 

Mr. Burke. That is correct. I want to explain to the Senator 
that in our recommendations for postage rates we have to follow the 
results of the cost-ascertainment program. Now, everything that 
you have said and what Senator Johnson has said is true. First-class 
mail does get preferential treatment, although that is no more prefer- 
ential treatment than a daily newspaper. A daily newspaper gets 
equal treatment with first-class matter. 

Senator Ecron. We expect all of these other services at reduced 
cost. We all use first-class mail. There is no sound, logical reason 
why we shouldn’t be willing to pay a cent extra now ‘and then for a 
letter, so that we can enjoy some of these other services. 

Mr. Burke. That is the question. I could personally answer 
“No.” I think that is a question of policy that the Congress must 
determine. 

Senator Ecron. I agree. 

Mr. Burke. That is out of the realm of the management of the 
postal service. It is a question of public policy. 

Senator Jonnston. What is the revenue you derive from the 3-cent 
stamps? 

Mr. Burke. The revenue from first-class mail is about 50 percent 
of all of our revenues. It runs $741,000,000 for the fiscal year 1950. 
Exactly it was $741,151,364. Now, the total revenue of $1,484,780.- 
142 from all classes of mail was exclusive of special services. Fift, 
percent of the entire revenues from first-, second-, third-, and fourt)- 
class mail comes from first-class mail. 
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Senator Ecron. Now, for instance, if we raised the first-class letter 
rate to 4 cents, I would still want to leave the unsealed envelope at 
the 2-cent rate. Now, that gives people service. For instance, they 
can mail their Christmas cards—and there are millions of them that 
are mailed every Christmas—a person could still take advantage of 
that rate if they wanted to mail their Christmas cards under a 2- 
cent stamp. 

Mr. Burke. The Postmaster General recommended a third-class 
rate of 2 cents. That would be an increase, in other words, from the 
bulk rate of 1 cent to 2 cents. We don’t disagree with you on that, 
Senator. A 2-cent rate for third-class matter is about as high as you 
should go at this time. : 

Senator Jonnston. How much of an increase in revenues would 
there be from these two things—that is, the increase of the postal 
card from 1 cent to 2 cents and then the increase in the first-class 
letter rate from 3 cents to 4 cents? 

Mr. Burke. The increase from 1 cent to 2 cents on postal cards 
will increase the revenues by $46,740,000. An increase from 3 cents 
to 4 cents in first-class mail would bring in somewhere around 
$250,000,000. The total would be approximately $300,000,000. 

Senator JOHNSTON. You are going to have a time wiping out the 
deficit unless we provide for the 4-cent first-class rate, if we are going 
to let some of these other things have a free ride. 

Mr. Burke. If we are going to let them have a free ride? We 
don’t do that. 

Senator Kitcore. Now, the unsealed envelope is not returned if it 
is not delivered—isn’t that right? 

Mr. Burke. Yes. 

Senator Kitcore. On the other hand, with the 3-cent mail you do 
get a return service which justifies the 3-cent stamp. 

Mr. Burke. It is justified from other standpoints. It gets more 
expeditious service. 

Senator Kinrgore. And if it is not delivered, it is returned? 

Mr. Burke. That is right. 

Senator Kiigorr. Whereas the 2-cent letter or Christmas card 
not returned? 

Mr. Burke. That is right. 

Senator Ecron. Suppose you had this extra $46,000,000 from the 
postal cards and $265,000,000 from the letters and the $161 ,000,000 for 
Government franks, religious publications, newspapers, the airlines, 
and one thing and another, that would give you over $460,000,000 
extra, and that would make your postal statement look a whole lot 
better and make your deficit very small; would it not? 

Mr. Burke. Oh, you bet it would. Frankly, if that is the policy 
of the Congress, why, certainly the postal service can interpose no 
objection to it. 

| don’t want to be repetitious by constantly saying this, but we are 
not in the position to make any such recommendation 1 because we must 
make our recommendations from the viewpoint of management on the 
basis of what our cost ascertainment proves. 

Senator Kircorr. Now, Mr. Burke, is it not a fact that this free 
service rendered in the way of the frank and so on is taken out of one 
pocket and put into another? I well remember that after World 
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War I, when the Construction Division of the United States Army 
and the Quartermaster Corps and others had gotten so used to using 
the telegraph and telephone, you couldn’t get any attention paid to 
anything you wrote in. If you sent in a petition by mail, you 
wouldn’t get a reply until finally a general order was issued to ‘put a 
red border around stationery. Anything that came in with a red 
border had to be answered in 24 hours. That encouraged the use 
of the mails by Government agencies. Use was not made of the 
contractual services, such as telephone and telegraph, unless they 
were absolutely urgently needed. It is really good Government 
economy to do that. 

Mr. Burxe. That is over-all economy for the Government; there 
isn’t any question about that. There is the use of the air mail by 
Government departments, even though they are required to pay 
postage. Many of them use air mail and pay the postage, in order— 
just as Senators and Members of Congress do—to reduce their tele- 
graph and telephone expense. Although all those are services that 
the Post Office Department should provide for the rest of the Govern- 
ment, there isn’t any question about that. 

Senator Kingorr. The only complaint that I have is that they 
don’t pick up the air mail any more, and that doesn’t do my office 
much good, 

Mr. Burke. You mean that they bave abolished your pick-up 
service here in the Senate? 

Senator Kingorr. No; in West Virginia. I cannot get my mail 
delivered from there any faster if it is sent by air mail except from 
Charleston and Huntington. 

Mr. Burke. That is a problem for you, Mr. Redding. 

Senator Jonnston. When I referred to this free ride, 1 was talking 
about this second-class mail where the Post Office Department 
receives revenue at the present time amounting to $41,391,000, 
while the cost—second-class mail expenditures—amounts to $220,- 
616,000. That is for 1950. 

Mr. Burke. That is 1950 adjusted. 

Senator Jounston. Yes. Even with the bill recommended by 
the Postmaster General, if you increased it 100 percent and you 
received another $41,000,000 you are still not going to have second- 
class mail paying its way. 

Mr. Burke. That is true, Senator. 

Senator Jonnsron. Yes. From the testimony that has been pre- 
sented before the committee, if you would raise the cost 100 percent 
in second-class mail, there would be some serious effects upon the 
users, according to the line of argument that has been presented by 
them? 

Mr. Burke. That is right. They say that it would put them out 
of business. 

Senator Kitcore. Senator Johnston, will you preside for a moment, 
while I step out? 

Mr. Burke. That is true, Senator. That is the argument presented 
to your committee. Actually a 100 percent increase in the second- 
class postage rates to the average publisher would not be ruinous. 
We have a lot of mailings of county newspapers and local newspapers, 
where the postage actu: ally collected on them doesn’t pay for the time 
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consumed by the clerk who weighs them and writes out the receipt, 
let alone the handling in the mails 

But, there again, that is a broad question of public policy that the 
management of the postal service quickly and readily admits is for 
determination by the Congress. All we can do is to present the facts 
as to what it costs to do these things. How you gentlemen dispose 
of it, after considering all those facts and the objections made by the 
users of the mail, is a conclusion for you people toreach. We definitely 
feel that some way, somehow, the postal service ought to stop being 
such a drain on the general taxation. It is the kind of Government 
activity that should more nearly pay its way thaa to have a $500,000,- 
000 deficiency. 

Senator Ecron. I think most of the big institutions that have been 
using the postal service are willing to stand a moderate increase. If 
you want to increase it by 100 percent, a 25 percent increase is put on 
them the first year, and another part the next year, over a period of 
2 or 3 years, why, you could get it up there. What a lot of them 
object to is that they are under contract and have previous commit- 
ments and they can’t go back and rebill everybody that they have 
contracted with. If we give them a reasonable length of time to make 
their adjustments, why, T think they are all fair enough to see what 
we are trying to do. 

Mr. Burke. We agree with your idea on that, and the Postmaster 
General recommended that the 100 percent increase in second-class 
rates be over a 3-year period with 50 percent the first year and 25 
percent the second year and 25 percent the third year. That is a 
sound and logical procedure, Senator. 

As a matter of fact, the information we have on the subject is that 
the daily newspapers are not objecting to an increase in second-class 
postage rates. ‘The objection comes from other users of second-class 
mail; and, as Senator Johnston knows, they have built up a pretty 
good case before his committee. 

It seems as if a subsidy of $200,000,000 a year to the publishers of 
newspapers and magazines is a pretty big subsidy to be carried by the 
postal service. It is definitely the biggest single subsidy that we have. 
We can only present the facts. If you gentlemen figure it out some 
other way, we will carry out your wishes. 

Senator Ecron. Well, the only way we can figure it out is to sit 
around here and get enough information and get enough votes. 

Mr. Burke. That is right. It is not an easy problem to solve, or it 
would have been solved long ago. 
SPECIAL DELIVERY MAIL 
Senator Jounston, I notice that with respect to special delivery, 
you have an excess of apportioned expe nditures over revenues of 
$9,787,453. Can you explain that to us? 

Mr. Burke. Special delivery, $9,787,453? 

Senator Jounsron. That is correct. 

Mr. Burke. That, again, is the over-all cost of that service, Sen- 
ator—that is, we have applied the revenues of $22,676,422 which is 
the income from special delivery service, and we have applied the 
cost of paying messengers who deliver those letters in the big cities 
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on a salary basis and who in the smaller towns are paid on a fee basis, 
the clerical cost involved, and the proper share of the transportation 
and all of the other related items, total expenditures of $32,463,875, 
leaving an excess of expenditures of $9,787,453. 

Senator Jonnston. Have you made any changes in recent years, 
with respect to special delivery? 

Mr. Burke. Yes; we have, Senator. We have discontinued the 
taking of receipts for special delivery mail. That has caused some 
complaint, but not a great deal. That has saved the time of messen- 
gers. But we have had increased expenses in recent years. 

Prior to July 1, 1945, all special delivery messengers were paid on a 
fee basis. They were paid a fee for the articles they delivered. Effec- 
tive July 1, 1945, they were put on a salary basis. 

Senator Ecron. It seems to me, Mr. Burke, that when any of us 
expect special service—special delivery service—it is extraordinary 
service—out of the ordinary service. We are asking and demanding 
special service. Now, we should be willing to pay for it. 

Mr. Burke. I think so. 

Senator Ecron. In every other walk of life, if you ask for special 
service, you get charged for it. 

Mr. Burke. You bet you do. 

Senator Ecron. If people demand a special service from the Post 
Office Department, they should expect to pay for it. Just because it 
is a Government agency, there is no reason why we should figure that 
we can have a special-delivery letter delivered to us on Sunday, for 
example, and not pay for that service. 

Mr. Burke. Definitely, we should not subsidize a service such as 
that. 

Senator Ecron. Of course not. I think the quicker we look the 
old horse in the mouth and name it, why, the better off we are all 
going to be. 

Mr. Burke. I fully agree with you, Senator. I fully agree. 

Senator Jonnsron. What did you recommend in your bill, if you 
remember? 

Mr. Burke. On special delivery? 

Mr. JOHNSTON. Yes. 

Mr. Burxr. We recommended fees which are now from 15 to 45 
cents to be at a minimum of 23 cents and a maximum of 60 cents. 
That would bring in revenue of $10,120,000, which, with the increased 
cost reflected on a full-year basis as compared to the part year in 
1950, would make this service pay its way. 

Senator Jounston. How many trucks do you operate with regard 
to this kind of work? 


NUMBER OF SPECIAL-DELIVERY MESSENGERS 


Mr. Burke. Let me first ask how many special-delivery messengers 
we have. 

Mr. Bruce. About 5,000 messengers. 

Mr. Burke. We had about 5,000 messengers in first-class offices 
on a full-time basis. They also, under the law, receive an allowance 
of 90 cents an hour for the use of their cars, unless we contract to have 
the work done cheaper and furnish the vehicles cheaper. In many 
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instances, in the interest of economy, we furnish the conventional mail 
truck to the special-delivery messenger, particularly at night where 
we have use for the truck during the day i in delivery service and do 
not need it at night. We then furnish that truck to the messenger, 
and we save the expense of paying him an allowance for his own car. 

Do you have any information on the number of trucks that have 
been assigned to special-delivery service? 

Mr. Cornweti. No. We do not have that information, Mr. 
Burke; but, using the Government-owned vehicles, it costs us 57.6 
per hour as against the 90 cents which the messenger would be allowed 
under the law. 

Mr. Burke. That is why we use our own trucks. 

Senator Jounston. Who rides in that truck? 

Mr. Burke. The special-delivery messenger drives it himself. 

Senator Ecron. Do you have that broken down on a per mile basis 

rather than on an hourly basis? 

Mr. CornweE ut. No, sir. 

Mr. Burke. You do have the cost of that type of truck on a mile 
basis; don’t you? 

Mr. Cornwe.u. We don’t have it any longer. We have discon- 
tinued that. 

Mr. Burke. We used to have that information on a mileage basis. 
We did have, for an experimental period, some mileage statistics. 


MONEY ORDERS 


Senator Jounsron. I notice that in the case of money orders there 
is a deficit of $23,305,124. 

Mr. Burke. We expect, Senator, that the new money-order system 
will have a material effect on the over-all expenses of the Government 
in the money-order field. I don’t think we can be optimistic enough 
to feel that this entire excess of expenditures over revenues will be 
wiped out by the new system. 

Senator JoHNsToN. Can you explain to us briefly what the new 
money-order system is that you are going to put into effect? 

Mr. Burke, I will be glad to. 

Senator Jounston. We would like to have you do that. 

Mr. Burke. Prior to March 31, we had a paper money order which 
is the conventional form that has been used for a great many years. 
We also had a postal note, which was a card form. We discontinued 
the postal note effective March 31, and consolidated it with the 
money-order system. 


NEW MONEY-ORDER SYSTEM 


Effective July 1, money orders will be issued on a card form, which 
will be prepunched as to serial number and as to area of issue, which 
will expedite their accounting. They will be made payable anywhere. 
The present money order is payable at a specific post office. The new 
money order, after July 1, will be payable at any bank or any post 
office. That will facilitate the system for business people and 
individuals, 





646 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


COOPERATION OF FEDERAL RESERVE BANKS 


At this time more than 80 percent of all of our money orders are 
paid through banks and not at post offices. They are deposited by 
the recipients in banks. We are taking advantage of that by securing 
the cooperation of the Federal Reserve System to clear those paid 
money orders through their banking system back to 12 regional 
offices that we are setting up for all of these purposes in the same 
cities where the 12 Federal Reserve banks are located. We are estab- 
lishing in those offices the most modern electrical accounting machin- 
ery, which will enable us to quickly sort, arrange, and audit this money- 
order business and which, incidentally, is the greatest auditing prob- 
lem in the world. There are 400,000,000 money orders issued a year. 

Senator Jonnston. That sounds very good and sounds feasible. 
How are the banks going to receive their payment? 

Mr. Burke. The Federal Reserve banks? 

Senator JoHNsTON. Yes. 

Mr. Burke. We have agreed to pay the Federal Reserve bank for 
the first year of its operation $1,200,000 for their handling of these 
money orders for us. Frankly, they have already informed us that 
it is going to cost them a little more than that, and next year they 
will have to increase the charge. But they are standing by their 
agreement with us to handle these money orders. With the coopera- 
tion of the manufacturers of high-speed electronic accounting ma- 
chinery, and with the cooperation of the Federal Reserve System, we 
have devised entirely new machinery for this purpose, which will 
enable the Federal Reserve bank, while they are proving the total of 
the amount of money orders deposited in the Federal Reserve bank, 
to automatically separate them to our 12 regions, and make separate 
compilations for the 12 regions and charge the money orders to us. 
In other words, we will take out of the Federal Reserve System at 12 
points the total money-order payments of the United States postal 
service. 

We eliminate in our thousands of post offices many forms of lists 
of issued orders, paid orders, that will no longer be necessary. That 
now requires a tremendous amount of clerical time and tremendous 
amount of filing space and the other things that go with that. This 
is going to be a high-speed system that will completely modernize 
the money-order system by utilizing every known device in accounting 
and high-speed handling, with financial accuracy. 

Senator Jounston. I think that is going to facilitate business, but 
will it save any money in the long run to the Post Office Department? 

Mr. Burke. It is bound to save money, Senator. We can’t say 
that it will save money during the first fiscal year of its operation for 
this reason: We are taking over—by the way, this is also coupled 
with the new accounting system that has been set up for the field— 
we are taking over from the General Accounting Office, under the 
Post Office Department Financial Control Act of 1950, the complete 
auditing of our own accounts, which was formerly done by the General 
Accounting Office in a separate establishment at Asheville. We are 
combining those two operations: the money order and the postal 
accounting. 


SFr st et 3 
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AUDITING WILL BE DONE BY POST OFFICE DEPARTMENT 


In taking over the work from the General Accounting Office, we 
are taking over a backlog of 18 months in the audit of these money 
orders Now, we cannot stop one system on one day and close up 
the factory for inventory, so to speak. We have to start the other 
one the next day. So that we are compelled to finish off the job that 
we have fallen heir to from the General Accounting Office while we 
are setting up the new establishment. But we are “satisfied that we 
will show an appreciable saving after we have had one fiscal year of 
operation with this new system. We will have a much better service 
to the people. 

Senator Jonnston. How can you say there will be a saving when 
in most post offices one man has been doing that work? 

Mr. Burke. Oh, no, Senator. To the contrary, in the large first- 
class offices the number of personnel so engaged runs into the hundreds. 
You take the audit of money orders in the post office at New York; 
that requires hundreds of people. 

Senator Jounsron. | am talking about the very small offices. 

Mr. Burke. In the very small offices, there is no saving. It 
wouldn’t make any difference what kind of change you made in the 
system, with respect to the very small post offices, because the stand-by 
time remains the same. In the small post office the clerk is at the 
post-office window, anyway. He may issue five money orders and 
sell a few stamps and take in a couple of parcels, but he is there 
ready to do more business. The saving will come from the modern- 
ization of the accounting system and from the elimination of a large 
lot of record work in the large offices, where most of our expenses 
are involved. There will be no saving in the smaller ones. 


HOOVER REPORT RECOMMENDATIONS 


Senator Jonnston. In that way, are you not carrying out some of 
the recommendations of the Hoover report? 

Mr. Burke. Indirectly, of course. We have always decentralized 
our accounting in the Post Office Department. We have had State 
accounting offices. 

As long as the law required that we submit all of our accounts to the 
General Accounting Office for audit, we had to rehandle them and 
forward them to the General Accounting Office. 

One of these Hoover Commission recommendations resulted in the 
Post Office Department Financial Control Act of 1950, which gives us 
the authority to take over our own accounting. 

In connection with the new money-order system, we are decentraliz- 
ing both to 12 regions. 


PRESENT OUTSTANDING MONEY ORDERS 


Senator Jounston. How much in the way of outstanding money 
orders do you have at the present time? 

Mr. Burke. I will have to supply that information for the record. 

Senator Jounston. I refer to unpaid money orders. 
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Mr. Burke. We will have to supply that for the record. I don’t 
have the figure before me. It isa sizable sum. 
(The information referred to is as follows:) 
Unpaid money orders more than 1 year old amount to approximately $39,- 
500,000. 
NUMBER OF PERSONNEL IN NEW SET-UP 


Senator JoHNsToN. In establishing these 12 offices, what will be the 
number of personnel you expect to place in setting them up? 

Mr. Burke. Well, there will be somewhere in the neighborhood of 
a thousand people there. We have taken over 800 people from the 
General Accounting Office at Asheville. I don’t mean that all of this 
will happen on July 1. We have already taken over the General 
Accounting Office, with 800 people. We have field electrical account- 
ing units of our own, where we have heretofore done part of the work. 
We have 650 people in those. Both operations will be eliminated 
when we finally get going in the 12 regional offices. 

Senator Jonnston. Getting at your estimated costs, for the past 
year, this year, and the year to come, can you give us an estimate of 
how much the accounting cost would be so that we will have an idea 
of just how much it will amount to? 

Mr. Burke. I might say, preliminarily to the statement by the 
Comptroller, Mr. Askew, that our costs in fiscal 1951 are up by reason 
of the fact that we took over this organization from the General 
Accounting Office and transferred the money. Our costs in fiscal 
1952 will be greater. 

Senator Jounston. Because of the transition? 

Mr. Burke. We took that over on November 15 in the fiscal year 
1951. We have a full year’s charge in fiscal year 1952. Now, the 
exact figures Mr. Bruce may have here. 

Mr. Bruce. The exact increase in 1952 is $1,034,958. Virtually 
all of that is for the full year’s cost of 789 positions that we took over 
from the General Accounting Office. 

Senator Jounston. So that they are paying for that? 

Mr. Burke. That is right. That is not an increased cost for the 
Government as a whole. That is simply shifting that cost from 
the General Accounting Office to the Post Office Department. 

Senator Jounston. I understood that. 

Now, how many people are you going to put on on account of this 
change? 

Mr. Burke. I will ask Mr. Askew to state the total number. 

Mr. Askew. It will be approximately 990 total employees in the 
regional offices. That figure compares with about 790 on the rolls 
of the Postal Accounting “Division now. So that there will probably 
be an increase of around 200 employees in the regional offices, over 
what we now have doing the audit work in Asheville, but the total 
will be less than the combined personnel now engaged | on audit work 
in Asheville and in post offices. 

Senator JoHNsTon. In what salary block will they fall? 

Mr. Askew. The average salary will be pretty close to the same 
thing it is now. I think it will range between-$3,300 and $3,500 as an 
average. I believe the average now is right around $3,300. 

Mr. Burke. If I may add, Senator, I think you understand that 
Mr. Askew, the Comptroller, will not be able to get down to that figure 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 649 


of personnel until he has cleared up the backlog of work at Asheville. 
We have to carry on both activities until we get that work done. 

Senator Jonnsron. I wanted to show that there would be a marked 
increase for this year. 

Mr. Burke. Definitely. 

Senator Jonnston. That is, as far as this appropriation is con- 
cerned. 

Mr. Burke. There is an increase in this appropriation. Part of 
that was formerly made to the General Accounting Office. As a mat- 
ter of fact, there is more than $3,000,000 in the fiscal year 1952 figure 
that was formerly made to the General Accounting Office. 

Senator Jonnston. I would be glad to hear your comments on the 
matter of the postal notes. 

Mr. Burke. The postal note was discontinued on March 31, 
because it is a card form of a money order, good up to $10. The 
new system is a card form money order. The postal note would be 
confusing if we had both. The postal note does give us the experience 
in a prepunched card, or in the use of a card form money order. 

It is not practical, or it is not deemed advisable to carry on the 
two-card form of money-order systems, so that we are consolidating 
the two into one. 

Senator Jounston. That will then wipe out this deficit, as far as 
this particular item is concerned? 

Mr. Burke. Well, we will have more money orders. It will have 
the effect of increasing the money-orders deficit if we did nothing to 
improve the system, because there were almost 100,000,000 postal 
notes issued in the last year, I think. We expect that that traffic 
will be shifted to the postal money order, so that, as to the designation 
of a loss on postal notes, ‘it w ill be out, after the fiscal year 1951. 
There is no question about that. It will be all consolidated in the 
money-order system. 

Senator Jonnston. You mean the money-order system may be 
increased by that amount? 

Mr. Burke. That is right, because we are going to have more money 
orders. 

Senator Jonnsron. I think there are some other things you want 
to go into. Will you proceed, please? 


BREAKDOWN OF EXPENDITURES OF POST OFFICE DEPARTMENT 


Mr. Burke. I think the committee would be interested in the 
breakdown of our expenditures, showing about where the postal 
dollar goes. 

Senator Jonnston. We will be glad to hear you on that. 

Mr. Burke. With your permission, I can give you a brief summary 
of it. 

For ‘‘Personel services,” that is, the amounts that we pay to officials 
and to employees for personal services, the amount estimated for the 
fiscal year 1952 is $1,693,107,400. For ‘Travel’ of all kinds, the 
amount estimated is $50,025,484. For ‘Transportation of things,” 
the amount estimated is $507,599,008. 

Those three items make a total of estimated obligations for personal 
service, travel, and transportation of things, of $2,250,731,892, or 
95.3 percent of the total obligations. 
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With respect to “Other objects of expenditure”: For “CCommunica- 
tion services,” the estimate is $1,622,359. For “Rents and utilities,” 
the amount is $36,380,408. 

For “Printing and reproduction,” the amount is $3,825,905. For 
“Other contractual services,’ the figure is $7,067,188. For “Supplies 
and materials,’’ we have estimated $30,403,975. For “Equipment,” 
the estimate is $24,963,797. For ‘‘Refunds, awards, and indemnities,”’ 
the figure is $5,878,476. 

The total of those summarized expenditures, under the classifica- 
tion of “Other objects of expenditure,” is $110,142,108, or 4.7 percent 
of the total estimated obligations. 

The grand total of estimated obligations is $2,360,874,000, which, 
of course, would be increased $300,000 if supplemental Senate Docu- 
ment 18 is approved. 

TRAVEL ITEM 


Senator Ecron. Is there any way to cut down that figure of 
$50,025,484 for travel? 

Mr. Burke. Well, not materially. That covers the mileage ex- 
pense of rural carriers. They get 8 cents a mile for each mile that 
they travel. 

Senator Ecron. That is all figured in there? That is, your star 
routes, and your special deliveries? 

Mr. Burke. The railway postal clerks’ travel allowances are in 
there, and all other travel of Department officials and post-office 
inspectors, but a big part of that item is the rural-carrier mileage. 

How much is that? 

Mr. Bruce. $35,000,000. 

Mr. Burke. $35,000,000 is paid the rural carriers at the rate of 
8 cents a mile. That is how we compensate the rural carriers for the 
use of their vehicles. The rate is 8 cents a mile. That is by far the 
largest part of that amount. 

Senator Jounsron. The grand total of personal services represents 
71.7 percent of the total obligations for 1952 fiscal year. Can you 
tell me what the increase, the percentage increase in salaries has been 
since 1945? 

INCREASE IN SALARIES FOR FIELD SERVICE 


Mr. Burke. Since 1945 the percentage increase in salaries over-all 
for the field service is somewhere in the neighborhood of 70 percent. 

Senator JoHNsron. You might supply that for the record. 

Mr. Burke. It amounts to $800,000,000, and I think it is near 70 
percent. I can supply it for the record, giving the actual figures. 

Sepator JoHNSTON. Please do that. 

(The information referred to is as follows:) 
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CONTRACTUAL SERVICES 


Senator Jounston. Do you have any record whereby we can get at 
the percentage of increase in contractual relations? Do you also have 
a breakdown as to how much that has increased since 1945? 

Mr. Burke. Yes; I think we can supply that. We can get some- 
thing on that. We can give you very accurate information on per- 
sonnel, and we will be happy to get you what we can on the contractual 
services. 

Senator Jonnston. Of course, it is a small item, but it will give the 
committee something to look at. 

(The information requested is as follows:) 


Comparison of prices for contract services, fiscal years 1945 and 1951 


sees | Fiscal year Fiscal year Percentage 
Serv s J ‘ yee g 
eT VICO 1945 1951 increase 


Contract stations: Average annual rate, June 30_ --- sd $699. 00 $973. 00 
Star route contracts: Average annual rate, June 30 1, 657. 00 2, 974. 00 
Mail messenger routes: Average annual rate, June 30- - - - ; 663.00 | 1,029.00 
Vehicle service: | 
Screen wagon contracts: Average cost per contract | 6, 552. 00 11, 898. 00 
Annual contracts: Average cost per vehicle per year Lal 7738.00 | 1,140.00 
Powerboat service: Average annual rate per mile, June 30 . 8462 - 6617 | 
Foreign mail transportation: Average cost per 1,000 pounds | 
surface mail conveyed at pound rates. -_- ‘ | 44. 78 


INCREASE IN COST OF EQUIPMENT 


Senator Jounston. Referring to equipment and supplies, I] would 
like to know how much more you have to pay today than you paid 


back in 1945 for equipment. 

Mr. Burke. We pay a good deal more. 

Senator Jounston. I think the committee would like to have that. 
It gives us something concrete to work from. Then we can figure 
out how much the revenue has increased, due to the laws that have 
been passed. You can’t go by the volume, because with an increase 
in the volume of business in a great many instances, you would have 
to employ other people. 

Mr. Burke. That is right. 

(The information requested is as follows:) 


Comparison of average unit prices paid for equipment in fiscal years 1945 and 1951 


Average unit cost 
Percentage 
increase 


1945 =| 1951 


Filing cabinets ‘ $10 $23 130. 00 

\airs and stools... he 5.97 | } 117. 76 
Desks 36.5 138. 10 

ling sections . . H 25. 5 73. 6§ 188. 19 
Safes Ee 5 74. 83 
\liscellaneous tables ; 7 3 111. 23 
lailing and distributor cases ; 7 7: 71.14 
test bars and bases... 3.5) ( 242. 86 
‘ouch racks { § 16.17 
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INCREASE IN RENTS 


Senator Jounston. And you would have to buy other equipment, 
too. Of course, we have done a good deal of the building of post 
offices—I won’t ask for that, but I would like to know what has been 
the increase in rents, on a percentage basis. 

Mr. Burke. We will furnish that. 

(The information requested is as follows:) 


Comparison of rental costs fiscal years 1945 and 1961 








Fiscal year Fiscal year Percent 
1945 1951 increase 
Fourth-class post offices: Average rent allowances - _-- $99. 00 $201. 00 103. 03 
Railway post office terminals: Average annual rate per square 
foot June 30__.......___. 1. 22 1. 54 26. 23 
Renta! of post office qu: arters: Average annual rate per postal 
Ee APN a cc cinkaeeneue pout Accuses baawie 661. 00 1, 061. 00 | 60. 51 





Senator Ecron. I think all of those points are well worth taking 
into consideration in considering any rate increase. 

Senator Jounston. I believe you understood what I was driving 
at. I wanted a percentage increase showing the increase in personnel, 
the increase in supplies and in equipment. 

Mr. Burke. That is right. We understand that you would like 
the percentage increase between July 1, 1945—— 

Senator Jounston. I believe you will have to use the year 1945. 
You have 9 months in this year so far. You can use the first 9 months 
in 1945. 

Mr. Burke. I think you would want a comparison of the fiscal 
year 1945 with fiscal year 1951. 


VOLUME OF MAIL BY YEARS 


SENATOR JOHNSTON. We would like to know the volume of mail 
you had in 1945 and the volume of mail that you had—— 

Mr. Burke. We can give that to you by years. 

Senator Jounsron. | would like that, for the information of the 
committee. 

Mr. Burke. We will furnish that at this point in the record. 

(The information requested is as follows:) 


Se ee 


eGR OF ER ERs oe eae 


PrN Nis Co 


Cont eee eer oe 
nr ORE 


woe S 4 
PED aI 


cease 
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Postal volume and revenue, 1940-50 


| | 
| 
Special 
service 
transac- 
tions 
(thou- 
sands) 


| Percent- 
age (+) 

| increase 
i a Ga] 
decrease | 


Pieces 
(thou- 
sands) 


age (+) 


or (—) 


| Percent- 
increase 


decrease 


Total 
pieces 
and spe- 
cial serv- 
ice trans- 
actions 
(thou- 


Percent- | 
age (+) | Revenue | 
increase (thou- 

or (—) sands) | 
decrease 


655 


Percent- 
age (+) 
increase 
or (—) 


| decrease 


sands) | 
1940 

1941. 

1942 

1943 . - 
1944... 
1945... 
1946... 
1947... , 706 
1948... i 280, 37 
1949. . | 555, 108 
1950 2 oY, 916 
1951 2 9, 000 
1952. , 000 


49, 467 557, 36 
235, 791 588, 29, 824, 643 
7, 683 676, 787 , 794, 420 

j (1) ()) 
778, 5, 709, 486 
738, { 38, 650, 969 
733, 25! 77/37, 051, 413 
SO, , 234, 308 
879, , 159, 531 
939, , 494, 133 
909, 2 749, 214 
930, 953 , 0389, 953 

936, 9 821, 


, 306, 835 $766, 949) 
$12, 828) 
859, S18) 
966, 227 

, 112, 877 

, 314, 240 

, 224, 572 

, 299, 141 

, 410, 971 

, 571, 851 

, 676, 885) 
773, 500) 

839, 500 


, 685) 
2, 067 
, 158 


+ 5 
+3 


’ 


Percent increase over | 


| 
1940... | +139. 85 








1 No cost-ascertainment report issued in 1943, 
2 Estimate. 


Senator JouNston. Do you have anything else? 

Mr. Burke. I have nothing further except to respond to the wishes 
of the committee. 

Senator Jounston. The committee will take a recess until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 5 p. m., Tuesday, May 1, 1951, the hearing was 
recessed until 10 a. m., Wednesday, May 2, 1951). 





